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MONDAY, MAY 23, 1955 


Unirep States SENATE, 
SUBCOMMITTEE ON Rice PROGRAMS 
OF THE COMMITTEE ON AGRICULTURE AND ForEsTRY, 
vi ‘ashington, D.C. 

The subcommittee met, pursuant to call, at 10:15 a. m., in room 
324, Senate Office Building, Washington, D. C., Senator Olin D. 
Johnston, chairman of the subcommittee, presiding. 

Present: Senators Johnston (presiding) and Anderson. 

Senator JoHNston. The committee will come to order. 

We are holding these hearings to determine whether a two-price 
system, which could be made ‘applic able to rice, would be feasible 
both from a domestic and an international point of view. I hope 
these hearings will make available material on which we can base 
conclusions with regard to a two-price system for other products, 
such as wheat and cotton. 

I should emphasize that these hearings are not being held to deter- 
mine the wisdom of any particular legislation. To my knowledge, no 
bill has been introduced which would set up a two-price system for rice. 
Rather, these hearings are in the nature of a study group, and it is 
our job to come up with advice and suggestions on a two-price system 
which might be of value to the Senate as a whole. For that very 
reason, I hope that all the witnesses will speak freely and will offer 
any suggestions or concrete proposals they may have. 

Now, as you know, the production of rice in the United States has 
increased rapidly in recent years, but the rate of domestic consumption 
has increased very little. At present, farmers in the United States 
are producing about twice as much rice as is consumed domestically. 
From all indications, competition in foreign markets has increased, 
and the world prices have declined to or be low the United States sup- 
port levels. It is obvious, therefore, that if we support our prices and 
attempt to sell our surpluses at 90 percent of parity on the world mar- 
ket, our exports of rice probably will be greatly reduced. 

Rice producers and the rice trade have proposed 2 2 major alternatives 
to the present program which is designed, when marketing quotas are 
in effect, to support the price of the entire rice crop at 90 percent of 
parity. 

One alternative is some form of 2-price arrangement whereby 
domestic prices would continue to be supported at 90 percent of 
parity, while exports would sell at a lower price. 

The other major alternative is a lower level of price support for the 
entire rice crop. 

The subcommittee invited two distinguished Members of the House 
of Representatives as its first witnesses—Hon. Clifford Hope, of 
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Kansas, ranking minority member of the House Agriculture Com- 
mittee, and Hon. Clark Thompson of Texas, chairman of the Rice 
Subcommittee of the House Agriculture Committee. 

Congressman Hope suggested that he wait and testify when the full 
committee opens hearings on a 2-price system on wheat which are 
supposed to get underway within the next 8 or 10 days. 

Congressman Thompson however, is here, and I know what he has 
to say will be of great help to the subcommittee. Following Congress- 
man Thompson will be the Under Secretary of Agriculture, Mr. True 
D. Morse, and Assistant Secretary of State, Mr. Waugh. 

Our first witness is Congressman Clark W. Thompson of Texas. 

| believe I met you a few days ago at another hearing. 


STATEMENT OF HON. CLARK W. THOMPSON, REPRESENTATIVE 
IN CONGRESS FROM THE NINTH DISTRICT OF TEXAS 


Representative THompson. Thank you, very much, Mr. Chairman. 
[ am very proud to be your first witness, today. 

[ think the subject of the two-price system is one that is going to 
require a great deal of study on our part, and also on the part of “the 
industry. Then, if we think there is merit in it, we have a selling job 
to do to persuade the grassroots farmer that it is a solution to the 
surplus problem. 

I became interested in it twenty-odd vears ago, when it was first 
called the domestic allotment plan and was proposed for cotton. I 
could not see why it would not work and I still cannot. However, 
so far as rice is concerned, the problem became acute about 2 years 
ago when we could see tremendous surpluses facing us. 

The then chairman of the House Agriculture Committee, of which 
[ am a member, was Mr. Hope of Kansas. His primary concern was 
wheat. We discussed many times the possibility of a two-price system 
by which the domestic market could be held up through some sort of 
an inverted tariff, and then the producers could go into the world 
market freely and without any restraint. 

Because it was a very controversial subject, we thought that we 
should ask for a high-level study and report. With that in mind we 
wrote such a provision into the last agriculture bill and it became a 
law. As a result of it, the Department of Agriculture has furnished 
us with what we call House Document 100, which is a very excellent 
study and report and one which I hope will be used for the information 
and guidance of those of us who now must carry the study further. 

The report points out objectively both the good points and the bad. 
It comes to no definite conclusion, except one, and that is that a 
solution must be found, either by means of the two-price system or 
something else, for reentering the world market and selling our rice, 
as we once did, freely and without any restraint. 

As you progress with the study I think you are going to find some 
violent objections from farmers. I have. I have found heated ones. 
I have asked ‘‘What is your objection?” They have answered that 
they just do not like any part of it, but that is about as far as you can 
get them to go. 

If you pin them down, I think their underlying fear is that by 
engaging in a 2-price system they will wind up receiving the lower of 
the 2 prices and will sacrifice the protected price which they now have. 
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Then I point out to them that they are going to have to sacrifice 
somewhere; they cannot hope to hold production on a high level and 
keep prices high—in other words, that won’t work, so we have to do 
something else. 

I suggested to these farmers that they consider the entire crop. 
Suppose that they plant all they want to, without any strings at- 

tached, and then that they sell all they can in the world market. 
They then have a proportion of the domestic market for which they 
can get a higher price. I asked them what was wrong with that. 
They say “Well, there is nothing wrong with that, but—”’ And then 
they get themselves all bogged down in the possible complications of 
the two-price system. 

In my part of the country we have a big selling job to do—if this 
is the answer—and we will have to take a concrete, definite plan to 
the grassroots and explain it to them and then try to get their support. 

You will run into another peculiar objection which comes primarily 
from the State Department. I understand some of them are here, 
today, to discuss it. They regard, apparently, any sort of a two- 
price system as “dumping.” ‘That does not coincide with my under- 
standing of the congressional intent in the term ‘‘dumping.” As I 
understand it, dumping is the sale by some Government agency of a 
surplus in a foreign market at a price below the going price in the 
foreign market, thereby breaking the price in whatever market you 
are talking about, and demoralizing the situation. 

Of course, we do not intend that—some of us who think we might 
find merit in the two-price system—we do not intend that at all, 
but to just go into the open market and sell for the going price. 
However, that will have to be threshed out, too. 

I am chairman of the Rice Subcommittee in the House. It has 
been our intention to hold hearings, certainly at the grassroots, and 
possibly here. I do not think we would want to duplicate the work 
you are doing, so we will watch with the greatest of interest what 
comes out of your hearings. 

We—certainly speaking for myself, and I think for the other 
members of the committee—are openminded. We do not know 
exactly what is in the two-price system, but we do believe that it 
may provide an answer to disposal of surpluses. 

I appreciate very much the opportunity to meet with you, Senator. 

Senator Jonnston. Do you think we will have to go into the field 
and possibly hold some hearings? 

Representative THompson. I think our committee will. We have 
had so many requests for it. I think it is incumbent upon us. I do 
not know whether both Senate and House committees would need to. 
Our job should bring us down to the grassroots, if there is any doubt 
in the minds of the farmer. 

Senator Jonnston. Do you have any questions, Senator Anderson? 

Senator ANpERsoN. How do you meet this State Department 
objection—I use that term because somebody has to raise it, steadily, 
but you would have to sell the surpluses at the world price, would 
you not? 

Representative THompson. Yes, sir. 

Senator AnpErRson. If the world price was so much and we were 
trying to get the market away from somebody else, we would have to 
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come a little bit below that price, would we not, and then they would 
have to cut a little bit to meet us, and so forth? 

Representative THompson. That would be the procedure in the 
open market, | suppose. 

Senator ANDERSON. Nobody has ever been able to define how far 
down competition has to take a product before you find a place to 
place it all, or a spot where you can place it all, when you have periods 
of surplus. Obviously, countries that are the former great rice pro- 
ducers have a wholly different scale of living and scale of costs than 
we have. 

Representative THompson. Yet the world price is not so much 
below our domestic price. 

Senator ANpERsON. That is because it does not need to be. We 
have an umbrella and they can work just below it. If we put up a 
new umbrella, then they have to come a few pennies under that. 

Is that not a serious problem that they have to consider? 

Representative THompson. It is a serious problem but I would think 
as long as the rice is held by individuals rather than by the Govern- 
ment, that the question of foreign markets would be taken care of 
like a similar problem that might confront a manufac ‘turing enterprise. 
If they can go into the foreign market and sell at a profit or at least 
sell at no loss, in order to move their surplus, that is entirely within 
their scope. 

Senator ANperRsoNn. If they cannot go to a foreign market and sell 
at a profit or without a loss, they cut down their production. 

Representative THompson. That is right. 

Senator ANprERsoN. That is the alternative that seems to present 
itself to the rice farmer. 

Representative THompson. There isn’t any question but what rice 
production will have to be limited for a time, at least. I would like 
to see the time when there is no limit on it, Senator, but it is a very 
rough problem. 

Senator ANDERSON. Thank you. 

Senator Jonnston. That is the reason we are having these hearings. 
I imagine that is the reason the Department has not come up with 
some recommendation. 

Representative THompson. I will watch your deliberations with 
great interest, Senator. 

Senator Jonnston. We certainly appreciate your coming, too. We 
have been glad to have you with us. 

The next witness will be Mr. True D. Morse. 


STATEMENT OF HON. TRUE D. MORSE, UNDER SECRETARY OF 
AGRICULTURE, AND JOHN H. DEAN, ASSISTANT DEPUTY 
ADMINISTRATOR FOR PRICE SUPPORT, COMMODITY STABILI- 
ZATION SERVICE, UNITED STATES DEPARTMENT OF AGRI- 
CULTURE 


Mr. Morse. Mr. Chairman, I have a 15-page prepared statement 
here. I don’t know how you wish me to proceed. 

Senator Jonnston. You may read it or take it up in any way 
you desire. 

We will be glad to put it in the record in full and you can just 
highlight it if you will. 
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Mr. Morse. I know you are laboring under time limitations and 
however you and Senator Anderson would like to proceed it will 
be all right. 

If the whole statement may go in the record I would just call 
attention to a few items. 

Senator JoHnston. It will go in the record. 

(The prepared statement of Mr. Morse follows:) 


STATEMENT FiLep By Hon. True D. Morse, UNpdER SECRETARY OF 
AGRICULTURE 


Mr. Chairman and members of the committee, I appreciate this opportunity 
to discuss two-price plans for rice. On March 1, 1955, Secretary of Agriculture 
Ezra Taft Benson submitted a report on this subject to the Congress, in accord- 
ance with law. This report was printed and is available to you as House Docu- 
ment 100. 

tice is now, chronologically, at about the same stage of difficulty as wheat was 
2 years ago. It would be highly desirable to avoid for rice the difficulties that 
encumber our wheat program. The review of rice legislation being considered by 
this committee is timely and appropriate. 


PRESENT SITUATION 


I will review the present position of rice in broad terms. Briefly, rice produc- 
tion in the United States has doubled during the past 10 vears; most of this 
increase has gone for export to Asiatic countries whose normal sources of supply 
were curtailed by war. United States prices were generally well above support 
levels during the war and into the postwar period. In the fall of 1953, with the 
recovery of rice production in southeast Asia, prices in world markets began to 
move downward. It cannot be said that worldwide market prices in rice actually 
exist. However, prices in world markets for comparable grades are considerably 
below the price of United States rice, with price supports at 90 percent of parity. 

Under these conditions, exports of United States rice have been curtailed. 
This is important, since farmers in the United States have been producing about 
twice as much rice as is consumed domestically. Best estimates are that exports 
of rice during the present marketing year will total about 20 million hundred- 
weight, compared with 22,709,000 hundredweight last year. This includes 
exports through ordinary commercial channels, plus exports under such special 
programs as title I of Public Law 480, title II of that same law, and section 416 
of the Agricultural Act of 1949. A 4-man team, consisting of 2 men from the 
Department of Agriculture and 2 men from the State Department, are now in 
Asia to survey export prospects. 

With production rising and exports diminishing, stocks have been building up 
rapidly. At the end of the present marketing year (August 1, 1955) we expect to 
have a carryover of 20 million hundredweight, as compared with an average of 
about 3 million hundredweight for the 5-year period 1948-52. This carryover 
will be approximately equal to a full year’s domestic food consumption and is 
about four times the carryover indicated as normal, as defined in law. 

As a result of our accumulating supplies, marketing quotas have been pro- 
claimed for the 1955 rice crop, based on a national acreage allotment of 1,859,009 
acres, a reduction of 24.7 percent below the 1954 acreage. This quota was ap- 
proved by 92 percent of the rice farmers who voted in the referendum. Public 
Law 29, signed by the President on May 5, increased the national acreage allot- 
ment to 1,927,734 acres, an increase of about 4 percent 

Announcement has recently been made that the 1955 rice crop will be supported 
at 85 percent of parity. 

The carryover on August 1, 1955, will be more than twice as great as the pre- 
vious record of 7.6 million hundredweight. With the sharp acreage reduction 
for the 1955 crop, the carryover on Augsut 1, 1956, is expected to be reduced 
below the recdrd in prospect for this year but still very large. If exports from 
the 1955 crop are 6 million hundredweight more than now estimated for the 1954 
crop and if yields are normal, the acreage allotment would be about the same as 
for 1955. 

TWO-PRICE PLANS 

With this prospect, it is not inappropriate that changes in legislation should be 

considered. Considerable interest has been expressed in various forms of a two- 
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price plan. Five variants of this type of legislation were described in the report 
to which I referred earlier. 

I shall not at this time discuss these various two-price plans in detail; that is 
done in the report. All these plans are similar in that they divide the total mar- 
ket into two parts, commonly called the primary market and the secondary mar- 
ket. By limiting the quantity that is available in the primary market a higher 
price would be obtained for that quantity than would otherwise be the case. 
The balance of the supply would be sold in the secondary market at a lower price. 
The purpose, of course, is to increase the income, of rice producers, under the as- 
sumption that the higher returns in the primary market will more than offset the 
lower returns in the secondary market, 


IMPACT OF A TWO-PRICE PLAN FOR RICE 


I shall be concerned in this statement only with two-price plans designed to 
increase returns to producers by a high-level price guaranty on the domestic 
market and production for export at free-market prices. Price arrangements of 
this kind differ significantly from other two-price policies as, for example, the 
present programs under which wheat is sold in export markets at prices below 
the United States support level. Under such arrangements the support price 
available to producers applies to the entire crop and the Government absorbs the 
loss on exports. Although such systems of marketing have been proposed for 
rice, they are, in effect, programs of export subsidization rather than two-price 
marketing systems. 

The formal and continued separation of the domestic market from the export 
market for rice, accomplished by an act of law, would be a major undertaking, 
with profound and far-reaching effects of an economic, administrative and inter- 
national nature. Moreover, it should be recognized that a two-price plan would 
represent a new type of program, the constitutionality of which has not yet been 
established by a court decision, and it is to be anticipated that legislation provid- 
ing for such a plan would in all probability have to undergo litigation testing its 
constitutionality. 

With this general background, I shall endeavor to set forth as objectively as 
I am able the points ordinarily given as advantages of a two-price plan, and those 
usually listed as disadvantages. 

ADVANTAGES 


1. Income of rice producers would be larger 


The major reason for the interest of rice producers in a two-price plan is the 
belief that such a plan would increase their incomes. This belief appears to be 
justified. Our report estimates a gross return from rice sales of about $233 million 
with a 2-price plan of a type commonly proposed, as compared with about $191 
million under present law. These estimates are rough at best, and assume present 
relationships both at home and abroad with respect to supply and price. It is 
not clear that such relationships would persist over a period of years. The 1954 
crop rice is supported at 90 percent of parity and domestic consumer prices would 
be no higher under a 2-price system of the type considered in our report. How- 
ever, in time, sharp resistance to our exports might be encountered. 


2. Production would be greater 

A two-price plan would be less restrictive, as regards acreage, than present 
legislation. Our report, which may have been somewhat more optimistic regard- 
ing exports than now appears appropriate, estimated a market for about 2,260,000 
acres of rice with a 2-price plan as cortrasted with about 1,730,000 acres under 
present legislation. This would permit continued use for rice production of acre- 
age developed for that purpose at considerable expense. It would minimize the 
problem of how best to use acreage diverted out of rice production. In many 
areas the next best alternative to rice is far less profitable than rice itself. For 
the greater part the products to which rice acreage is being diverted are already in 
abundant supply. 


3. Markets would be more free 

There would be less interference in the market price structure than with present 
legislation. At present, loan rates determine the price of rice delivered to the 
CCC and influence market prices. These rate differentials, based on geography 
and grade, are usually determined on the basis of price history, and may become 
quite inappropriate in a particular year or under a particular situation. With a 
two-price system, actual price differentials would be established in the market on 
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the basis of supply and demand. The producer would be given a certificate to 
cover his share in the primary market and this would be in addition to the price 
he received in the market. ‘The producer would still have a strong incentive to 
produce quality rice and do a better job of marketing. 


4. Government handling of rice would be unnecessary 


Under two-price plans as commonly advocated there would be no need for the 
Commodity Credit Corporation to acquire, store, and sell rice. Functions of 
Government would be limited to estimating market requirements and price, 
apportioning the primary allotment to the States, counties, and farms, and ad- 
ministering the machinery necessary to effectuate the separation of the primary 
from the secondary market. 

If, as may be the case, a loan program would be operated in conjunction with 
a two-price plan, then the Commodity Credit Corporation would become involved 
in direct operations with rice, though to a lesser degree than at present. 

5. Farmers would have more freedom 


Acreage allotments and marketing quotas are based on historical production 
under present legislation, and penalties must be paid if these allotments are 
exceeded while marketing quotas are in effect. This results in rigid production 
patterns, and inhibits the shifts in production between regions, States, and farms 
which would normally occur. Many of the two-price plans which have been 
proposed would dispense completely with production controls. 

This hope for freedom of operation may prove to be only partly justified. 
With a two-price plan and the added income that it would engender, low-cost 
producers could be expected to increase their output. Producers who would not 
expand production above their allotment would receive, over a period of years, a 
smaller and smaller allotment. There are thus, in a two-price plan, built-in 
incentives for expanded production. It might be found, therefore, that acreage 
allotments would continue to be necessary. 

Producers having no previous history of rice production and having practically 
no initial share in the primary market would be deterred from becoming ‘‘new” 
producers. Thus, while freedom to produce rice would be greater than under 
present legislation, it would probably be much less than is commonly claimed. 


6. Government costs might be reduced 


A two-price plan would be less costly to Government than present legislation, 
particularly if rice acquired at the domestic support level is disposed of at a loss 
at home or abroad. The costs to the Government of physically handling rice 
would be avoided or considerably reduced. While administrative costs cannot 
be foreseen with accuracy, they might well be less than with present acreage 
allotments and marketing quotas. 

Taxpayers would be relieved of the cost of maintaining prices for the entire 
crop at high levels as under the programs now in effect. 

Two-price plans are referred to as “self-financing.”’ ‘Consumer financed’’ 
would be a@ more accurate term if compared with the position of consumers in a 
system of free-market prices. 

There is the possibility that foreign repercussions resulting from such a program 
might involve new and added Government costs greater than those of the rice 
program. 

DISADVANTAGES 


The foregoing points, generally thought of as advantages of two-price plans, 
must be considered in the light of other consequences, which might be listed 
as disadvantages. 

1. International reaction would be adverse 

A major obstacle to the acceptability of a two-price system for rice is the 
danger of alienating the goodwill of other rice-producing countries. 

Asian areas imported a total of 3 million tons of rice in 1953, of which about 
450,000 tons were supplied by the United States. The United States exports, 
therefore, represented about 15 percent of the 1953 imports of the Far Fast, 
In 1954 total imports in Asia are estimated to have been 3.7 million tons cf which 
the United States supplied about 9 percent. 

If the United States rice producers are to maintain large exports in the years 
ahead, they probably will have to accept lower prices—whether on the whole 
crop or only on the exportable surplus. Foreign countries could hardly object 
to a lowering of support levels for the whole crop, even though this would mean 
increased competition. 
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If, however, the United States maintained prices for United States rice sold 
domestically higher than the prices at which United States rice was sold abroad, 
other rice exporting countries would be more apt to claim that the United States 
engaged in export dumping than if the United States sold its entire crop at a 
lower support price or at free-market prices in all channels of trade. 

It could be argued that competition would be increased only slightly more 
under a two-price system than under a general lowering of supports because 
United States producers would not produce rice for export unless the returns from 
such exports covered their marginal costs. 

If the effect of the establishment of a two-price system for rice in the United 
States were to bring forth actions against the United States by other rice-produc- 
ing countries, such actions would take the form of 

(1) price competition, either directly or through exchange manipulations, 
and 

(2) retaliatory acts which would discriminate against the movement of 
other American products, both agricultural and manufactured. 

Probably the price-cutting policy would be the first employed, followed by 
retaliatory measures as a secondary development. 

Regardless of the economic facts, political groups hostile to the United States 
could claim that a price differential between the domestic and the export price 
of the United States was designed to capture foreign markets by Government 
action, and sentiment against the United States may be built up in an area which 
is highly sensitive from the viewpoint of United States foreign policy. This 
could be expected to be the case regardless of the fact that some of the other 
rice-exporting countries Operate marketing systems that involve discriminatory 
pricing 


2. Problems would develop in apportioning allotments 


Under a two-price plan, the various rice-producing regions would sell unequal 
portions of their rice in the primary market, just as under present programs. In 
recent years, California producers have been selling less than half of their produc- 
tion in primary markets, while Arkansas producers have been selling all but a 
small portion of their production in the primary market. It can be argued that 
regions exporting most of their production but receiving domestic market cer- 
tificates on the basis of the national ratio of food consumption to production might 
be considered by other regions as receiving windfall benefits. 

However, to issue certificates only on the proportion of the rice actually sold 
in the primary market, State by State, would be a departure from previous prac- 
tice and unwieldy from an administrative standpoint. Under such an arrange- 
ment the certificate allotments of certain States might be sharply reduced, while 
allotments of other States might be reduced slightly or even increased. 

Obviously, if the shares in the primary market would be allocated in this way 
instead of uniformly proportioned, some States would stand to lose. Under such 
a differential allotment procedure, in which the income benefits arising out of the 
two-price system would not be uniformly spread among all rice producers, as are 
the benefits of the present support program, the procedure could hardly be ex- 
peeted to receive support from the industry as a whole. 

8. A two-price plan would set a price instead of setting a price floor 

Presently, the consept of price support is that such supports are a floor, above 
which the price may rise if supply and demand conditions warrant. Two-price 
plans, in contrast, would establish a specified rate of return in the primary market, 
say 90 percent of parity, and would so regulate the supply in the primary market 
that prices would be unlikely to exceed 90 percent of parity except in the event of 
administrative miscalculation. 

A move toward a two-price plan is thus, consciously or otherwise, a shift in the 
concept of what price supports are supposed to do. 

t. Considerable enforcement problems would be encountered 

The real administrative ptoblem would be to prevent purchases for the second- 
ary export market from finding their way into domestic consumption and exports 
to Cuba. The price differential might well be in excess of $1 per hundredweight, 
which would be a powerful incentive to cireumvent the law. 

5, Value of the certificate would be difficult to determine 

With the type of two-price system most frequently advocated, producers would 
receive marketing certificates equal to the requirements of rice for domestic and 
Cuban consumption, 
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In determining the value of the certificates the Department would have to esti- 
mate the average price received by farmers during the following marketing season 
on the basis of many factors including but not limited to the following: 

(a) The total United States supply of rice for the marketing vear. 

(b) The prospective demand in the domestic market for rice for food. 

(c) The prospective demand in the Cuban market for rice from the United 
States. 

(d) The prospective demand and supply conditions in the export market 
other than Cuba. 

In order to complete the paperwork essential for the smooth functioning of such 
a system the estimated price would have to be determined at least 30 days before 
the beginning of the marketing vear, August 1] Each of the above calculations 
presents certain difficulties. The estimates of United States production vary 
from month to month and in some vears are revised considerably the December 
following the year for which the preliminary estimate was made. During the 
past 5 years the final figure varied from 9 percent below to 9 percent above the 
July estimate. 

Size of carryover stocks in the various world positions is not known with much 
exactitude nor are United States carryover stocks known before August 15, at 
the earliest. Also, the Foreign Agricultural Service does not make its first esti- 
mate of world production for the current year until November. Thus, the esti- 
mated potential exports of United States rice and the prospective average free- 
market price for rice would be at best educated guesses and errors would be 
unavoidable 

Errors could result in producers receiving considerably more or considerably 
less than the price objective. 


6. Number of certificates to issue would be difficult to know 


For the type of two-price plan most frequently advocated, not only the value 
of the certificates but the number of them would have to be determined in ad- 
vance of the marketing season. 

While per capita rice production is reasonably stable, there are nevertheless 
appreciable variations from year to year: 

Pounds 
1952 - 
1953 (preliminary 5. 
1954 (estimated) ; ‘ ‘ 5. 

The difference from 1952 to 1953 was 13 percent and the difference from 1953 
to 1954 was 3 percent. Cuba is considered to be in the primary market. Exports 
to Cuba during the last 3 years have fluctuated between 7.3 and 6.8 million bags. 
There is no guaranty that Cuban exports will continue at approximately the 
7-million hundredweight level. Therefore, there is some possibility of error in 
the estimated exports to Cuba 

Thus a variety of errors could oceur. If these errors should be compounded, 
the price objective might be missed by a wide margin. 


SUMMARY 


The case for or against a two-price plan for rice depends on how one weighs 
these advantages and disadvantages. Of all the commodities for which two- 
price plans have been proposed, rice makes perhaps the best case from the 
standpoint of maximizing returns to the producers, and the poorest case as regards 
international repercussions. 

We recognize the difficulties in present legivlation. When present legislation 
Was originally written, exports were far smaller than they have been in recent 
vears, and smaller than we hope they will be in the future. At that time we 
could be more easily insulated from the influence of world markets. teducing 
our production in order to attain a given price objective was more appropriat 
then than now, 

Today, we desire to have a part in world rice exports. Our rice production is 
equal to only about 2 percent of world production. Thus it is unlikely that by 
decreasing our rice production we could exercise a sufficient degree of contro] 
over world production or world markets to make our program work satisfactorily. 
What we are faced with under present legislation, so long as 90 percent of parity 
is our price objective and the world price is below that level, is reducing oir 
production further and further, limiting our experts to a small amount of com- 
mercial sales and what we can move through special programs like Public Law 480. 
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In closing, | wish to repeat the summary from the report on two-price plans 
submitted to the Congress in March: 

1. The production of rice in the United States has increased rapidly in recent 
years, while the rate of domestic consumption has increased but little. At present, 
farmers in the United States are producing about twice as much rice as is consumed 
domestically. 

In recent years until mid-1953 foreign markets have readily absorbed our 
exportable surplus. However, since the middle of 1953 competition in export 
trade has been increasing and world prices have declined to or below the United 
States support levels. The prospect now is that our exports of rice probably will 
be greatly reduced if we support our prices and attempt to sell our surpluses at 
90 percent of parity. 

The rice industry faces the alternatives of drastically reducing its production 
or of maintaining its foreign markets by selling at prices below the present levels 
of domestic price support. 

2. Rice producers and the rice trade have proposed two major alternatives to 
the present program which is designed, when marketing quotas are in effect, to 
support the price of the entire rice crop at 90 percent of parity. 

One alternative is some form of two-price arrangement whereby domestic 
prices would continue to be supported at 90 percent of parity, while exports would 
sell at a lower price. 

The other major alternative is a lower level of price support for the entire 
rice crop. 

3. This report gives major attention to the various two-price arrangements 
which have been proposed for rice. It explains in some detail the mechanics of 
operation and the principal administrative problems involved in operating two- 
price systems. It also discusses the potential economic effects of such systems 
of marketing. 

4. Although in theory a system of two-price marketing would be effective both 
in maintaining growers’ income and in stimulating exports of rice, there would be 
many practical difficulties in administration. Also, such a system of marketing 
would cause difficulties in our foreign relations. 

There are alternatives other than two-price plans by which our rice exports 
might be expanded. Present legislation gives rice growers little choice other 
than to curtail acreage sharply so as to be eligible for price support. Congress 
might consider changing the 50-percent-of-parity alternative to marketing quotas, 
as contained in the present law, to some higher figure—60, 65, or up to 75 percent 
of parity—with corresponding liberalization of allotments. 


Mr. Morse. The situation of having doubled our rice production 
in 10 years is, of course, quite well known. A further important con- 
sideration is the fact that the increase in our export outlet is in the 
Asian countries. 

Rice production in southeast Asia has recovered to provide more of 
the market. Until recently, rice from this country has been selling 
above supports because of the strong export demand. Now with the 

recovery of rice production in southeast Asia, there has been a decline 
in prices below our price support. It is causing an accumulation of 
stocks in Government hands. 

Senator Jonnston. Would you mind stating just what the surplus 
is, for the record, or do you have that already in there? 

Mr. Morse. It is in the statement. 

Senator ANDERSON. The 20 million hundredweight, is that what 
you are referring to? The carryover? 

Mr. Morse. The best estimates are a carryover of 20 million 
hundredweight, as compared with an average of about 3 million 
hundredweight for the 5-year period, 1948-52. 

We have set forth first, advantages, and then disadvantages. It 
would appear that the gross returns from rice sales under the two- 
price system might be larger. However, whether this would be the 
case under continued operation of a two- -price system is not clear. 
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There would be expanded production as compared with the program 
which we are now operating. 

Senator ANDERSON. In this country? 

Mr. Morse. In this country; yes, sir, under the assumption you 
would move more into export markets at a lower price. 

Senator ANDERSON. Do you have any idea as to where the present 
domestic market is, and the present world market, if there is such? 
I recognize the world market for rice is a nebulous sort of thing. 

Mr. Morse. You are very right, Senator Anderson. The principal 
import and export markets, outside of the United States, are pretty 
much Government controlled. What is the world market is pretty 
much dependent upon what these Government authorities determine. 

Mr. Dean, could you furnish the world price and domestic price 
on rice? This is Mr. Dean of the Commodity Stabilization Service. 

Senator ANDERSON. [ am primarily interested in trying to establish 
whether or not there is a world market for rice in the first place, 
because I don’t believe there is, in the ordinary sense. 

Mr. Dean. That is correct. 

Senator ANDERSON. How do we know how far down the rice price 
would have to go in order to get part of the market? There are parts 
of the world that can keep going down and down and down and still 
stay well above their cost Mot produc tion. Is that not correct? 

Mr. Dean. That is correct, sir. 

Senator ANDERSON. Therefore, how far down would the two-price 
system have to go in order to capture part of that world market? 
That is a pretty hard thing to answer, isn’t it? 

Mr. Dean. I don’t have the answer, Senator. 

Senator ANDERSON. Wouldn’t the farmer have to know before he 
went into it? That is the basis upon which this program was rejected 
once before. 

Mr. Dean. As Congressman Thompson indicated a few minutes 
ago, it would be necessary to divide the market between the primary 
market and the export market and you would have to have both of 
those ends, as I see it, tied up in order that you could say that your 
part is X and my part is Y. 

Senator ANDERSON. Could you tell us at present what the domestic 
market is on rice, and what the world market seems to be? 

Mr. Dean. The domestic price? 

Senator ANDERSON. Yes. 

Mr. Dean. The domestic price for the 1955 crop which was just 
announced Friday, was 85 percent of parity. 

Senator ANDERSON. What is parity? 

Mr. Dean. Parity is $5.48 per hundredweight. Eighty-five percent 
of the 1955 parity would be $4.65 per hundredweight. 

Senator ANDERSON. How does that compare with the price, so far 
as you know it, on the Burma-Thailand rice moving into the world 
market? 

Mr. Dean. The price for Burma-Thailand would be slightly under 
this figure. This would figure out at $6.80 per hundredweight and I 
would say the Burma-Thailand rice would tend to move slightly under 
that figure. 

Senator ANpreRsON. Is that because of the fact that our price is 
what fixes the price at which theirs could move? 

Mr. Dean. Theirs can decline right along with ours. 
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Senator Jounston. Is that the reason the State Department opposes 
it? 

Mr. Dean. I think the State Department viewpoint is that when 
you get below the announced price-support level they tend to look 
upon it as dumping. 

Senator ANDERSON. Tend or not, what else is it? 

Mr. Dean. Well, we are trying to get a price so we can move the 
surplus commodity. 

Senator Jonnston. We are getting rid of it at a price. 

Senator ANpErsON. May I ask this question: Since most of the 
trading in rice is by Gove ‘ronment operations in countries other than 
this, do you see any hope of handling this except on a sort of govern- 
ment-to-government basis, or government cartel between countries? 

If there could be some agreement, for example, that our surplus 
rice would move into the world market at $4 or $3.50, they would 
probably fix a price just under that, or they would probably agree 
that theirs might move at a price like that and we would not be 
competing. But it would have to be some sort of government—I am 
using the term, I hope, in its best sense—cartel. There has to be 
some agreement between governments. If you announce that the 
producers of this country can sell their remaining rice at whatever 
they can get for it—and there is a large quantity of it to move they 
will sins to start trying to underbid against the other government 
monopolies or government sales agencies, - and they will go down every 
time we go down, to what is a cost of production in a country that has 
a living standard away below ours. 

Do you see any hope in this two-price system without government 
agreements as to the lower level of price? 

Mr. Morse. The best answer to that, perhaps, is incorporated in 
our prepared statement, Senator. We have 2 men from the Depart- 
ment of Agriculture and 2 from the State Department over in the 
Asia area now, going into the problems that are involved and possible 
approaches to rice sales. 

Under the 480 law, we have been having some negotiations— 
government-to-government negotiations—for sale for local currency. 

Senator ANDERSON. That I agree will work, but your statement 
says, on page 6, government handling of rice will be unnecessary under 
the two-price system. 

Mr. Morse. Under certain conditions it would be unnecessary, 
but I thought your question ran to the matter of determining the 
price at which our rice would move abroad. 

Senator ANDERSON. What are these people doing in the Far East 
now, if they are not talking price? 

Mr. Morse. They are also discussing the ability of countries to 
use more rice and on what terms. 

Senator ANDERSON. Aren’t the markets dependent upon price? 

Mr. Morse. To some extent they would be. Other considerations 
are purchasing power in these countries, the supplies which they have 
and the carryover which they have. All of those matters would be 
looked into that have a bearing upon our ability to sell rice into 
countries where rice is used as a major food. 

Senator ANDERSON. How much rice did we sell in these countries 
prior to 1945? 

Mr. Dean. I have an average here for 1949-50. 
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Senator ANDERSON. 1949 and 1950 are quite different years. In 
1949-50 they came in and took the California rice market and ab- 
sorbed it quickly because they were unable to move rice out of Burma 
and Thailand. The bridges had been destroyed, their river trans- 
portation was gone, and they could not get hold ‘of the rice. I say 
prior to 1945, what did we use? 

Mr. Dean. I do not have a 1945 figure. 

Senator ANDERSON. Well, we shipped practically none; didn’t we? 

Mr. Dean. Practically none, yes. 

Senator ANpERsoN. And now we are shipping practically none 
again; isn’t that right? 

Senator Jonnson. You are pointing out that it is just getting back 
to normal? 

Senator ANDERSON. Yes. I think they are going to have to trade 
country to country. When you have a world c artel, practically, you 
have to deal yourself in or deal yourself out of it. 

Mr. Morse. United States total exports averaged 236 million 
pounds during 1936 to 1940, which was prewar. In 1952 it was up 
to 1,804 million pounds. 

Senator ANDERSON. Four times as great? 

Mr. Morse. Yes. Well, it would be more than that—236 million 
pounds against 1,804 million. 

Mr. Dean. Seven or eight times. 

Mr. Morsz. It was multiplied several times. 

Senator ANDERSON. What year was that? 

Mr. Morss. That was 1952. 

Senator ANpERsoN. What happened in 1954? 

Mr. Morse. In 1954, it was 1,400 million so there has been some 
decline from the 1952 exports. That is a reason why we began to 
accumulate government stocks. We have since moved toward 
cutting our acreage. ‘The Asian market is not taking as much United 
States rice. 

Senator ANpERSON. To what extent is our use of local currencies 
involved in the movement of rice? In other words, have we stimulated 
the rice movement up to this present figure by the use of soft cur- 
rencies? 

Mr. Morse. Do you refer to 480? 

Senator ANDERSON. Yes. 

Mr. Morse. Yes, this present movement of rice would not be as 
large if it had not been for the use of Public Law 480. 

Senator ANDERSON. If we started to say the farmer can market 
his rice, the farmer cannot use 480, can he? He has to get dollars. 

Mr. Morse. Yes, if he was selling in a dollar market, there would 
probably have to be some modification. 

Mr. Shulman, if the farmer was selling in an open market abroad is 
there a method by which the facilities of 480, would be made available 
to him? 

Mr. SHutman. That is a government-to-government agreement 
which involves the purchase of rice for foreign currency. Once that 
agreement has been consummated, the plan opens rates through 
transactions between private trade in this country and generally the 
private trader in a foreign country, as though it were an ordinary 
commercial transaction. 
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Senator ANDERSON. What I am trying to get at is this. If you 
had a two-price system in which the Government made its loan 
available for the domestic market, but the farmer must sell the 
surplus in foreign countries for whatever price it would bring, then 
the benefits of 480 would not come to this individual farmer trying 
to sell his rice abroad. 

Mr. Morse. Unless there is some arrangement whereby the 
Government would take and use the soft currency. 

Senator ANDERSON. I do not question what you can do government 
to government. That is what I am trying to say, that you are going 
to have to do it government to government. 

Senator Jonnsron. And if that is not done, you might say the 
exports would fall off almost half; wouldn’t they? 

Mr. Morse. There would be a further decrease in exports. 

Mr. Dean. For volume it will have to be government to govern- 
ment, Senator. 

Senator ANDERSON. One reason I bring it up is to suggest that if 
we come to a two-price system it strikes me we will have to put lan- 
guage in there which would permit the Government to enter into 
arrangements with other governments on some sort of an equivalent 
of a cartel basis, to prevent the ruthless competition which the State 
Department, I think, justly fears. 

Mr. Morsr. Our report points out that this is a sensitive area in 
which to be dealing insofar as international affairs are concerned. 

Mr. Chairman, at the last of this statement, we have repeated the 
summary which is in the report itself. As our thinking shapes up in 
the Department we would suggest exploring very thoroughly what, 
appears as item 5, on page 15, ‘which reads: 

There are alternatives other than two-price plans by which ovr rice exports 
mignt be expanded. Present legislation gives ricegrowers little choice other than 
to curtail acreage sharplv so as to be eligible for price support. Congress might 
consider changing the 50-percent-of-paritv alternative to marketing quotas, as 
contained in the present law, to some higher figure—60 percent, 65 percent cr up 
to 75 percent of parity, with corresponding liberalization of allotments. 

I repeat this merely to say that we think this should be fully 
explored in connection with consideration of two- -price proposals. 

Senator Jonnston. Do you have any trouble in storing rice for a 
long while? 

Mr. Morse. Let me ask the commodity man. 

Mr. Dean. I might say this, Senator Johnston: In 1953, CCC took 
over nearly 300 million hundredweight of rough rice. This was milled 
into No. 5, reasonably well milled and it has been in storage since that 
ture. We have had some difficulty with two small lots. Otherwise, 
it is in good condition. We have kept it under fumigation, particularly 
in June, July, and August. 

This year, out of the 1954 crop—I think the record ought to show 
this—out of the 1954 crop CCC did not take over any of the California 
pearl rice—Japan cleaned that out—but on the southern crop, CCC 
took over approximately 54 percent of the total production, which will 
amount to about 26 million hundredweight. 

At the present time we are entering into contracts with the proces- 
sors to mill the rice and to well mill it. Not reasonably well milled, 
but well milled, just from the standpoint of storeability. Our experi- 
ence shows that well-milled rice will keep better than the reasonably 
well-milled rice. 
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The producer, as pointed out here by Congressman Thompson, has 
a more difficult problem when he faces the 1955 crop with CCC having 
in its stocks both milled rice of the 1954 crop, plus the 1953 crop, plus 
some rough rice which we will not be able to get milled from the 1954 
crop because of the time element. 

In 1955 CCC may not desire to mill the 1955 takeover. The in- 
dustry on that basis would be milling only for commercial accounts, 
which would be very, very small. That is the problem. 

Senator ANDERSON. Secretary Morse, the suggestion 5 that you 
refer to suggests that there should be a study of some possible alterna- 
tives, including, maybe, some different level than the 50-percent level. 

Senator Ellender has announced that the hearings on farm price 
support policy which will begin June 1, will include—he said: 

The initial hearings will deal primarily with two-price plans and other multiple- 
support price systems for wheat. Since the Senate Agriculture Committee has 
several bills before it now. 

Would you think those hearings might properly include the ques- 
tion of a two-price system for rice—I mean insofar as the price level 
is concerned. I am not trying to say that Senator Johnston’s com- 
mittee shouldn’t go ahead, it should go ahead, and these hearings will 
be very, very valuable to the Senate committee as a whole when it 
considers two-price systems generally. But, would you not think 
that either this hearing or that hearing might take into consideration 
your proposal 5 which seems to fit in with what Senator Ellender has 
announced that he thinks to be worthwhile for the full committee to 
explore. 

Mr. Morskz. Yes, sir; by all means. This has application to com- 
modities other than rice. 

Senator AnpERSON. It seems to me the rice-support level, in the 
case quotas were voted down, would drop to either a 60-, or 65- 
percent level in place of another level. The grower might be better 
off instead of trying to gamble on what the foreign market would be. 
The Government would have some obligation to take that rice and 
could then deal with it, since it owns it all—that is all the support 
rice—and could make government-to-government contracts which is 
what you have to do when you have state trading in other parts of 
the world. 

Senator Jonnston. What countries buy most of our rice? 

Mr. Morse. We have trade with Cuba which is substantial and 
takes roughly a third of our present rice exports. That is on a basis 
comparable with our domestic market. That is a complication our 
statement calls attention to in trying to operate a two-price system. 

Japan is the most substantial purchaser of rice. We also have 
rice roving into some of the other Asiatic countries. 

Senator Jonnston. Do you know whether there is a shortage of 
rice anywhere in the world? 

Mr. Morsz. Not that we know of, no sir; considering market 
demand. 

A complicating factor, particularly in connection with the price 
and movement abroad, is a very substantial differential in quality. 
One thing that has shown up is very substantial quantities of rice 
i Asia which are materially below our quality. Yet some of this 
is being moved into consumption to help satisfy the market. 
Senator Jonnston. We certainly thank you for coming before us. 
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Mr. Morse. Mr. Chairman, we would be very happy to come back 
as questions develop, and please feel free to call us back. I have sug- 
gested putting the full statement into the record as a matter of ex- 
pediting the hearing. 

Senator Jonnston. If you will notice, the hearings are set up just 
preceeding the full committee going into the other. 

It is our intention to try to finish up with this so that the full com- 
mittee will have the benefit of these hearings when they go into the 
other, so we can study them. 

Senator AnpERSON. May I just ask one final question. This re- 
lates primarily to an experience in long staple cotton, a problem that 
the Egyptian cotton producers now have. We have said to Egypt 
that they can export 90,000 bales of Egyptian type cotton into our 
market, and then by a new provision of law we have said that the price 
support on American grown Egyptian type tobacco can drop to the 
lowest part of the level rather than the highest part. 

In other words, you can drop to 75 percent rather than 90 percent. 
There was some worry that the Etyptians might decide to come below 
our 75 percent figure in order to keep our market, also. The fact is 
that the Egyptian market for that type of cotton is pretty largely 
outside the United States and therefore if they tried to get the rest of 
our market at a much lower figure they would jeopardize their markets 
in other parts of the world. That may be the restraining influence. 

Now, since the United States produces less than one-fiftieth or 
about a fiftieth of all the rice produced in the world, surely these other 
rice-producing nations wouldn’t indefinitely drop their prices, even if 
we continued to drop. ours and kept on going down. They would 
reach a point where they couldn’t go on down, because we are only a 
tiny bit of that market. I think it would give some point to the 
suggestion of Government trading. Knowing we do not have an 
inexhaustible supply, knowing that the world supplies are so much 
bigger than ours and so much greater than our export—our export is 
1 percent of the world market, wouldn’t it seem possible that we could 
trade in the world, since we only have 1 percent? Since we only 
have 1 percent of the world trade in rice, it would appear that we 
wouldn’t injure world trade too greatly, and we could work a deal if 
we didn’t have this price bar to it. 

If the Secretary of Agriculture had authority to go into the world 
market and move it, surely he could mix it in with the rest of the 
world’s rice at some figure that would not be too extravagant and pet 
it moved pretty well, without causing any trouble to any other 
nation and without having anybody worry about dumping and without 
disturbing the world market at all. 

Mr. Morsg. It is because of such considerations that we feel that 
a close look ought to be given to the alternatives which we have 
suggested. The growers would have an opportunity to enter into 
the decision as to whether they would like to approach these world 
markets with expanded production, and on a basis where they would 
have a known price support but at some other level than the law 
now provides. 

Senator ANDERSON. You know, Mr. Secretary, that I have said I 
think the Secretary of Agriculture ought to have enormous discretion 
in this field, and I would suggest Secretary Benson and his staff place 
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this rice at a reasonable figure without causing any disturbance in the 
world market. 

We had that in the Department, under the War Powers Act, and 
we could move things. Mr. Shuman will remember when we had a 
very difficult problem on wool, the mere fact that the United States 
Government had authority to sell it at any level it wanted to, had 
more to do with stabilizing the wool trade than any other single thing. 
We got rid of all the w ool without any difficulty. 

I firmly believe if the Department had discretion to move this rice 
above the domestic requirements, whatever figure the Secretary 
thought desirable, the loss probably to the American Government and 
the American taxpayer eventually would be lower than the lowest 
they now anticipate. 

Senator JoHNsToN. We certainly thank you for coming. 

Secretary Waugh is the next witness. 


STATEMENT OF HON. SAMUEL C. WAUGH, ASSISTANT SECRETARY 
OF STATE, AND C. W. NICHOLS, CHIEF, INTERNATIONAL 
RESOURCES DIVISION, DEPARTMENT OF STATE 


Mr. Wavuau. I am Assistant Secretary of State Samuel C. Waugh, 
Assistant Secretary of State for Economic Affairs. 

The comprehensive report to Congress of the Secretary of Agricul- 
ture on Various Two-Price Systems of Price Support and Marketing 
Which Could Be Made Applicable to Rice has been studied with 
interest in the Department of State. We are, of course, not prepared 
to pick any favorite from the various two-price plans proposed nor 


to assume any position concerning their domestic implications or 
administrative feasibility. 

I should like, in conformity with the role the State Department is 
given in our Government, to limit this statement essentially to the 
effects which a two o-price system might have on our foreign relations. 

Until very recently United States rice has moved into export without 
any subsidy assistance. Recent acquisition, however, by CCC of 
relatively large stocks together with some reduction in the prices on 
some world markets has altered the situation. 

The development of surpluses and the continued high support price 
on rice has made it necessary to consider at a high level in the United 
States Government ways and means of moving additional quantities 
into the Asiatic area with a minimum of injury to the United States 
relations with important friendly rice exporting countries in that area. 
The international relations aspect of United States disposal or con- 
cessional programs for rice is a particularly important consideration 
since a policy of subsidizing rice exports is, from the nature of the 
case, primarily directed at the Asia area, which is the world’s great 
rice market. At the same time, the U nited States rice trade is able 
to hold its traditional markets in Cuba and the Western Hemisphere 
generally at United States domestic prices. The fact that the con- 
cessional programs are directed at the market in Asia serves to disturb 
in particular our relations with such friendly countries as Burma and 
Thailand, which have economies built in large part upon the income 
from rice exports and which at present are embarrassed by surpluses. 

It is clear that planning for the future should be in the direction of 
eliminating the need for subsidies to move United States rice into ex- 
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port. The system of high-fixed price supports so far followed has 
resulted in the accumulation of stocks which can apparently not be 
disposed of at United States domestic prices. 

The question now seems to be whether legislation now in force is 
acceptable or should be modified as it applies to the future to meet the 
crisis in rice which has arisen and in particular to avoid future painful 

reductions in rice acreage. The two-price system has recommended 
itself to many as the answer to this problem. 

» If a two-price plan for rice were introduced in a form which would 
result in greatly increased exports of United States rice to foreign 
markets with resulting injury to the interests of other exporting coun- 
tries, the latter would doubtlessly consider that the high-fixed price in 
the domestic market had made expanded production for export at 
lower prices possible and thus constituted an indirect subsidy. Under 
these conditions, as pointed out in the report of the Department of 
Agriculture, the United States would undoubtedly be subjected to 
criticism and retaliation from abroad. On the other hand, a two- 
price system which would maintain effective controls to prevent ex- 
cess production, not result in an undue lowering of the export price, and 
have the effect of eliminating any direct export subsidy would prob- 
ably not provoke the foreign resentment which would be engendered by 
a direct export subsidy. 

A two-price system which would not appear to incorporate an in- 
direct subsidy would be hard to achieve. At all events, in view of the 
surpluses which already have developed, the liquidation of which will 
doubtlessly require considerable time, it would appear that any legis- 
lation providing for a two-price system would need to contain definite 
safeguards to keep production within bounds. 

From the international point of view a system which would es- 
tablish in the United States a uniform price in the domestic and the 
export market at a level which did not require a subsidy to encourage 
exports would be the ideal. This is also, I presume, essentially the 
goal of the flexible price support system which has been supported by 
the administration and which, according to legislation now in force, 
would go into effect beginning with the 1955 crop. Whether in the 
long run the legislation in its present form as it applies to rice will 
bring about the desired equilibrium between supply and demand is 
something which the State Department, of course, is not in a position 
to predict. 

We note, however, that attention is called in the USDA report to 
the fact that present legislation does not in actuality provide any 
considerable flexibility in the rice price support system since it is 
directed at adjusting production to a quantity which can be sold at a 
price reflecting 90 percent of parity. In actual practice, any con- 
siderably downward flexing of the price to expand outlets for rice 
seems to be effectually excluded. 

Consequently, the USDA report, in effect, suggests that the flexible 
price system might be made more flexible by modifying present legis- 
lation to offer the farmer a choice between high-level unit returns at 
the expense of volume of production, on the one hand, and, on the 
other hand, high-level production at the expense of unit returns. 

The State Department is not in a position to judge whether the 
problem should be attac’.ed in this way or by some other means. 
However, the end sought, namely that of a level of price support not 
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requiring a subsidy to move adequate quantities into export, would 
be highly desirable from the point of view of foreign relations. It 
appears to us quite safe to conclude that insofar as such a flexible 
program would make rice available for export from the United States 
at even moderately lower prices than those in force, it would con- 
siderably improve the United States competitive position in the 
world rice market. 

Senator JounsTon. In other words, your statement is we certainly 
have to keep controls on, regardless of what we do? 

Mr. Waveu. It would seem advisable to us: yes, sir. 

It is surprising to me that domestic consumption has not increased 
over the turn of the years. 

Senator ANDERSON. It has increased quite a little bit. 

Mr. Waveu. I mean percentagewise, according to the figures. 

Senator ANnpmERSON. It is like potatoes. The consumption of 
potatoes goes down steadily year by year, as we have higher income 
and upgraded diets. People do not use potatoes. They do not use 
rice and they do not use many of these things, although they are 
mighty fine foods. 

Mr. Wavuau. In our own home, we substitute rice for potatoes. 

Senator ANDERSON. Do you think there is a possibility of handling 
this on any basis other than State trading? 

Mr. Waugh, I have been somewhat worried that we would not be 
able to operate a true two-price system, if all of the surplus that could 
be grown in this country was to find a home in some other market at 
rates that would be competitive with living conditions and production 
costs in those other countries. Do you see that as any problem in 
connection with this? 

Mr. Waven. I think it is a real problem. 

Senator ANDERSON. Secondly, I have suggested that since some of 
these countries are now engaged in State trading to a degree, would 
there be any advantage if we tried for a two-price system, in making 
sure that our Government handled the surplus, on a basis where it 
could sell it at whatever price it deemed desirable, which would in my 
mind mean that when we started to deal with a rice surplus, we would 
try to find out what certain other countries felt was a fair price at 
which we could move it, and to allocate to us a portion of the market. 

You have brought up the Cuban situation. Cuba is a fine buyer of 
our rice at a high level. We in turn are a very fine buyer of their 
sugar at a level which is substantially higher than the world market. 
We would not mind selling our rice to Cuba at the world market if it 
sold its sugar to us at the world market, would we? 

Mr. Wavau. No 

Senator ANDERSON. This just happens to be an advantageous trade 
probably to both of us, because they are going to charge us substan- 
tially above the world price for sugar and we are their best customer, 
and they are one of our best customers, and probably our best customer 
for rice. 

So the Cuban situation could work itself out. Our problem is to 
try to find a home for some of this rice in the areas where Burma and 
Thailand and French Indochina normally export their rice, and that 
means China and Japan, Korea and places of that nature, does it not? 

Mr. Waven. When you speak of China, are you thinking of 
Nationalist China, Red China, or both? 
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Senator ANDERSON. I am speaking of both as far as the market is 
concerned. I do not know how much market there is any more, 
there. There has been a market there for it. There is a market 
surely in Japan and Korea. 

Mr. Wavau. I think that is the most important study that must 
be made right now. The possibility in those markets from our stand- 
point. 

I am sure you are familiar with the fact that four men left to make 
that very study and should be arriving right there now, to see what 
the possibilities are for future markets im that area. 

Senator ANppRsoN. We made that study once or twice previously 
trying to find out what the markets are and we have run up against the 
requirement of our law which provides that our rice has to be sold at a 
certain percentage of parity and therefore, knowing that they haven’t 
dollars, we have to try to find some of the currencies of theirs, and we 
have to find some medium of exchange. 

I am wondering—and you might want to comment on it, but I am 
wondering why we cannot authorize the Secretary of Agriculture to 
deal with this small part of the world supply of rice, even though it 
may be half of our domestic production, on a basis that does not dis- 
turb this very ticklish international situation in these countries. And 
there is no more critical area, probably, than these areas now are. 
And at the same time, afford an opportunity to move our rice so that 
it does not clog up our own domestic facilities. 

As Mr. Dean pointed out, they are having trouble milling rice 
because we have so much on hand. We are having trouble storing 
wheat because every elevator is full. We have the same problem in 
connection with rice. We ought to move the rice. It does not store 
too well, Senator Johnston. Even if it is milled, it does not store too 
well and we ought to move it. 

Is there any other way to move it without disturbing international 
problems, by moving it into a world rice pool that the Secretary deems 
to be fair? 

Mr. Wavau. I do feel the situation in rice along with other com- 
modities is so critical that every possible thought must be given as to 
how this rice can be moved without disturbing the very delicate 
balance that you so properly referred to. 

Senator ANDERSON. We all know what that story is over there. 
It is like saying to the American cattlemen that we are going to permit 
the unlimited importation of Argentine beef. You haven’t got enough 
room in the corridors to hold the cattlemen who would come in here 
to protest right away. 

It is perfectly natural that the person raising rice in Thailand or 
Burma would be disturbed if he felt this great American colossus, 
as he regards it, was going to suddenly start dumping its rice on the 
world market. 

It occurs to me if we are going to spend billions of dollars, and 
maybe as much as $400 million a year in 1 little country to try to 
stabilize it, it would not do much good to save $50 million in rice and 
throw away $400 million on the other hand. 

Mr. Wavau. I agree with you and we have been criticized for that 
viewpoint. We have not been opposed to selling the rice. We have 
been opposed to selling the rice in a manner that might throw out of 
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balance these very delicate relationships we are trying hard to keep 
in balance right now. 

Senator ANpERSON. I have had many things to say about the State 
Department being against this picture but only because I feel it should 
be done jointly with the Department. 

I am not critical of trying to preserve good relationships but I do 
not see how you are going to have a rice program that will work, where 
we only contribute maybe 1 percent to the export market and only 
2 percent to the total world production, if the output is not going to 
be handled in such a fashion as to preserve the value of what we are 
now spending in these countries. 

Aren’t we spending $400 million a year in one area, alone? 

Mr. Waueu. Yes. That figure is public knowledge. 

Senator ANDERSON. And it is a rather small country and not too 
much rice is being produced, there. 

Mr. Waueu. The difficulty as we see it, and as I have talked to 
people throughout the country, is that the international relationship 
has not been fully appreciated or as well expressed as you have just 
expressed it. 

Now, I am sure that the Department of State wou-d be very happy 
to cooperate with the Department of Agriculture in the disposal of 
rice, or any other product that is in surplus, keeping in mind the very 
point that you make, that we must not unbalance the very vital 
international factor we are trying to balance. 

Senator JoHNston. Now, this group that has gone over to make this 
study, are they just making a study of how to dispose of rice? 

Mr. Wavau. Yes, sir. 

Senator JonNsToN. Are they in talking with the countries that they 
are going to visit, are they also letting them know that if they have any 
surpluses that we might need, that we would be glad to get them? 

Mr. Waveu. I am not quite sure I got that point, Senator. 

Senator JoHNsTON. In other words, are they also going to talk with 
the other countries and find out if they have surpluses of some other 
commodities that they would like to sell to us? 

Mr. Wavaeu. That point has not been raised because, as I under- 
stand, the only surpluses these two countries have—and I am not 
quite sure of my point on that—is rice. There might be some other 
surpluses in fields with which I am not quite familiar. There may be 
some metals, there. Let me ask Mr. Nichols of my staff if he has any 
thoughts on that. 

Senator Jonnston. The reason I say that, from a State Department 
standpoint, if you take some things that they have in surplus at the 
present time, you are helping them out, at the same time you are 
getting rid of some sur pluses in America. I think we should look out 
after ourselves a little bit and not alw ays be looking out after other 
countries. 

Mr. Wavau. My only reason for looking out for the other coun- 
tries in this particular instance is to look out for ourselves. 

Do you have any idea of any surpluses in either Burma or Thailand? 

Mr. Nicuots. Mr. Secretary, there has been some discussion of tin 
concentrates from Thailand but that would not be a present surplus. 
It would be a continuation, perhaps, of purchase arrangements that 
the United States already had. I do not understand that the rice 
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delegation intends to go into that but primarily for the reason that 
it was already under cable correspondence before and probably does 
not need any additional push to be brought to some satisfactory 
conclusion. : 

Senator Jounston. I imagine the reason the State Department and 
also the Agriculture Department sent representatives, together, is to 
try to not do anything that might upset the apple cart in dealing 
with the other countries from a State Department standpoint and 
at the same time get rid of some of our surpluses. 

Mr. Wavan. That is exactly correct. 

The decision to send representatives from both the Department of 
Agriculture and the Department of State was made by the Dodge 
Committee for Foreign Economic Policy, which is made up of five 
Cabinet members or their representatives. Mr. Morse represented 
the Department of Agriculture at that meeting. That was the pur- 
pose of having the joint mission. 

Senator ANpERSON. You can find in your records many examples of 
the disposition of American surplus commodities, that did not disturb 
world markets. 

England went on an austerity program at one time and canceled 
every order for American tobacco, and just chopped it off. Yet we 
had tobacco in hogsheads prepared for the British trade. That was all 
moved without disturbing the world market. 

Turkey was very annoyed, but we moved it without causing any 
trouble. We moved it, to be sure, to Spain, with whom we were not 
supposed to be doing any trading at that time, but it got in there and 
was handled properly. The same thing happened in the wool situa- 
tion. 

And in the case of rice, where we are contributing but 1 percent, it 
should be easy. If we had 30 percent, it would be difficult. 

At one time, we had to dispose of 60 percent of our cotton and 
nearly all of it went to Liverpool. In this case we have only 1 percent. 

Mr. Wauvau. It has been my experience in the last 18 or 20 months 
in dealing with these other countries on our surpluses, if we will consult 
with them so that it won’t come as a terrific shock to them, that we 
can work out plans along the lines you mentioned. That is the pur- 
pose of these people going over there, to acquaint them with our 
problem and the necessity of solving our problem. 

Senator ANDERSON. What level of people are they? Are they folks 
who can trade? 

Mr. Wauau. I think they are folks who can trade. We sent over 
the top economic officer, a man of mature judgment from the State 
Department named Baldwin, and he is a man who I think is an ex- 
ceptionally good man. I do not know personally the men from 
Agriculture, but they were very highly recommended. 

Senator ANDERSON. Who went from Agriculture? 

Mr. Wavenu. Mr. Ed Eskelson, Mr. Bell, and Mr. Rivenburg. 
They are very highly recommended; I know that. 

Senator ANperson. If there are no further questions, we certainly 
thank you. 

Mr. Waueu. Thank you for hearing us, and we are delighted to 
have been here. 
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STATEMENT OF CYRIL R. C. LAAN, PRESIDENT, RICKERT, 
WESSANEN & LAAN, INC., NEW ORLEANS, LA. 


Senator JoHnstTon. Give your name and address, and identify 
yourself for the record. 

Mr. Laan. Mr. Chairman, my name is Cyril R. C. Laan. I 
am president of Rickert, Wessanen & Laan, Inc., rice millers of New 
Orleans, and also president of Lacassine Rice Dryer in Lacassine, 
La., which rice dryer is to a great extent farm owned. 

Our rice mill in New Orleans is one of the larger rice mills in the 
South. It was established in the late 19th century and has been 
operating ever since. We have a capital investment in our company, 
of close to $2 million. We regularly employ 85 people who are directly 
dependent on our failure or success in our operations. Many of those 
people have been with us for 25 years or over, and a majority of them 
for over 10 to 15 years. 

We are one of the few companies in the rice industry who have 
on our own volition established a pension plan for the older people. 
I am giving you this background to give you an idea of what position 
we occupy In the rice industry. 

We, as well as other mills in the South, have been suffering for over 
a year, on account of operating under capacity. The reason why we 
have been operating under capacity is the unavailability of rough 
rice, at prices which would enable us to export. 

As I believe you gentlemen all know, about 60 percent of the 
American rice crop has to move into exports, because the domestic 
market and territories can take up just so much, and no more. 

Senator ANDERSON. For how long has that been true? 

Mr. Laan. For the past 2 or 3 years. Previous to that, it was less. 
I have the figures and I will read them later on. 

I think if we project our capital investment and the number of 
people we employ over the entire southern industry, we get to a very 
large number of people dependent on the welfare of the rice industry, 
and we get to very large capital sums that are invested in mills, in 
dryers, in warehouses, in equipment, not to speak of people who are 
indirectly connected with the rice industry and dependent on its 
welfare, such as local people in the country, bankers, supply houses, 
transportation workers and practically everyone living in the south- 
ern Rice Belt. 

I believe that it is appropriate to bring out certain aspects and facts 
that I believe to be true, which has caused the bad situation that at 
present exists in the southern rice industry. I think there is a definite 
responsibility on the part of the Government, the United States 
Government, to try to find a solution, and I think that the mere fact 
that this subcommittee has been put in existence is the proof that it 
is being realized and all of us in the industry are very appreciative 
that so much attention is being given to this problem. 

Senator Jonnstron. You heard ‘this morning the Agriculture Depart- 
ment and the State Department. They are working on it. They 
realize it, too, and they have been discussing it with the full Com- 
mittee on Agriculture of the Senate. We all realize it is something 
that is serious at the present time, and that something should be - 
done, but just what we should do, that is what we are trying to 
find out. 
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Senator ANpERSON. Why do you say it is the responsibility of the 
Government? 

Mr. Laan. Could I cite a few things I have written down here, 
which I think are facts? 

Senator ANDERSON. Surely. 

Mr. Laan. At the instigation of the United States Government, 
particularly during and after World War II, United States rice pro- 
duction was increased as follows: 


Se 


In 1935, we had 17,753,000 hundredweights’ production of rough 
rice. 

Senator Jonnston. How many was that? 

Senator ANDERSON. Seventeen million, 

Mr. Laan. In 1940, we had 24,045,000; in 1945, we had 30,668,000; 
in 1950, we had 37,971,000; and in 1954, we had 58,853,000. 

When I say “instigation of the United States Government,” I 
think that the reasons for that would be the high price supports at 
farm level as the No. 1 point. 

The No. 2 point, during the war and immediately thereafter, we 
had a set-aside of up to 60 percent of mill production, which set-aside 
was to be delivered to the Government and to the Army. 

Senator ANDERSON. For how many years was that in existence? 

Mr. Laan. We had it during the war, Senator, and we had it a 
couple of years after the war. 

Senator ANDERSON. This great increase in production has come on 
in the last 7 years, and there was no set-aside during any of those 
years. 

p Mr. Laan. That is correct, but this set-aside is only part of the 
different points which I am citing. 

Senator Jounston. I believe you said in 1950, 37 million, approxi- 
mately; was it not? - 

Mr. Laan. Yes. 

Senator Jonnston. And in 1954, you jumped to 58 million? 

Mr. Laan. Well, the Korean war came in between there and we 
had rigid export controls ‘and heavy Government and Army buying 
in that period, which caused this production to go up. 

Then when the Korean war was over, every farmer in the country 
was wise to grow a lot of rice because he wanted to make himself a 
historical background on his acreage figures. At least, that is what 
they are telling me, and I believe that to be true. 

Senator ANDERSON. And you wanted a big historical background 
because at the price level, it was a very, very profitable crop? 

Mr. Laan. It was. 

Those measures brought the farms and millers alike to increased 
production and handling capacity to take care of their traditional 
iackion domestic and exportwise, besides the Government buying. 
In other words, it takes a long, long time to build up a customer, 
whether it is in a domestic market or whether it is in foreign markets. 
When you finally have him as a customer on your books, you want to 
conserve him as such. You do not want to displace him by other 
business which comes in its stead. 

We had export controls until September 1953. We had Army 
purchases up until that time, also, so naturally, farmers and millers 
alike increased their capacity, increased their production, so as to 
take care of their normal, traditional demands. 
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Senator ANDERSON. Did your firm finance farmers as they expanded 
production? ful. 

Mr. Laan. We did quite a bit of buying in the field, for instance. 
We invested quite a bit of money in this dryer in the country, to take 
care of that buy:ng in the field. 

Senator, you were asking about the export figures. I believe you 
were very familiar with those, and I have them here. 

The rice industry at farm and manufacturing level, being geared 
up to the high volume required by the United States Government in 
recent years has had to rely on increasing exports to dispose of the 
ever-increasing crop which follows: 

In 1935, seven and a half percent of the United States crop was 
exported; in 1940, 25.3; in 1945, 38.5 percent; in 1950, 40.9 percent; 
and in 1954, 43.8. 

Senator Jonnstron. Is that the export? 

Senator ANDERSON. Percentage of export. 

Mr. Laan. Percentage of exports of the United States rice crop. 

Senator Jonnston. Then we cannot complain too much about our 
exports. 

Mr. Laan. Now, we are in a new year, and exports have dropped 
to about half of what they were in the previous year. 

Senator ANDERSON. Let me ask you this question: If we had stayed 
somewhere near the 1948-50 production, which was somewhere in 
the neighborhood of 38 million to 40 million hundredweight, and had 
our present consumption and present exports, we would be doing 
pretty well, would we not? 

Mr. Laan. It might be all right if we still had these same capital 
investments. 

Senator ANDERSON. I am not talking about that. If you increase 
your capital investment to take care of a market that does not exist 
but happens to be temporarily there, you naturally are going to come 
back and lose it. 

What I am saying is if we are only producing 38 million hundred- 

weights of rice, and we had domestic consumption at the present level 
in exports, we would use every bit of that 38 million up, would you not? 

Mr. Laan. I am afraid not, Senator. 

Senator ANDERSON. What is the current rate of domestic con- 
sumption? 

Mr. Laan. Forty-eight percent of the domestic crop. That runs 
around 24 million. 

Senator ANpERsON. What is the present export? 

Mr. Laan. I do not have that figure here. 

Senator ANDERSON. It is 20 million, or over that, is it not? 

Mr. Laan. I think it is less. 

Senator ANDERSON. At least it is 14 million, is it not? 

Mr. Laan. I believe it is less, Senator. 1 believe it is 9 million or 
something in that neighborhood but I am not certain. It was 15 
million or 16 million in terms of cleaned rice and it has dropped down 
to either 8 or 9 million, but I am not certain of that figure. 

Senator ANDERSON. This is a supply table prepared by the Depart- 
ment of Agriculture, and it shows 22 million, 25 million, 24 million, 
14 million and so forth. 

Mr. Laan. That is rough ‘ice. 

Senator ANDERSON. The producer produces rough rice, doesn’t he? 
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Mr. Laan. That is correct. 

Senator ANDERSON. When you speak about the distribution of his 
crop you have to deal with rough rice, don’t you? 

Mr. Laan. Yes. 

Senator ANDERSON. Therefore, if 24 million is used in consumption 
and 24 million is exported, that is 48 million hundredweight, and if 
they only produced 38 million hundredweight, they would] be in 
pretty good shape. It is this production that has been stimulated 
that is causing all the trouble, isn’t it? 

Mr. Laan. That is correct. 

Senator ANDERSON. But you said it was the fault of the Government 
that this stimulation has come on. 

Did the Government stimulate them to jump from 38 million to 
59 million? 

Mr. Laan. The present law did, and the Korean demand, and the 
Army purchases, and everything that went with it. 

Senator ANDERSON. The law is only an indication to a man to be 
‘~autious. Senator Johnston comes from a country where they 
produce a lot of tobacco, a very fine cigarette type of tobacco. Fre- 
quently there is a great splurge but the producers keep their crops 
under control. 

However, in rice, they seemed to say, ““This thing is pretty easy,” 


and they jumped it up to 59 million hundredweight and there is no 


way in the world to sell that stuff. 

Senator Jonnston. In other words, we have to have some strict 
controls, somewhere. 

Mr. Laan. That may be correct, Mr. Chairman. I am simply 
stating the fact that we all have our installations. There was this 
Government demand. The Government wanted the farmer to 
produce the rice, and wanted the miller to deliver the rice, to process 
it, and there we are with our investments which are bound to become 
idle to a great extent as the years go by, under the present law. The 
present law as you well know, provides for acreage controls and 
marketing quotas, as surpluses keep building up. So if these sur- 
pluses keep building up—which they will in my opinion, if no foreign 
markets can be found——well, we will ultimately end up with just the 
domestic and territorial demand, and farms and mills and warehouses 
will be working at maybe 40 percent to 35 percent of capacity. 

Senator ANpEerson. Wheat dropped from 74 million down to 55 
million. They cut the rice acreage and immediately we got a bill 
that required an increase in rice acreage. I don’t worry about it 
because there were some hardship cases, but adding that extra 4 
percent is going to result in a little accumulation. There is only one 
way to label it and that is to do like the farmers who grow tobacco in 
Senator Johnston’s State do, they get down to where the market is. 

I am afraid the producers of rice will have to do something of the 
same nature if they hope to survive. 

Mr. Laan. If the law remains unchanged I am sure that next year 
and the year thereafter, we will get acreage cuts upon acreage cuts, 
and we will have to do that, in order to comply with the law. 

I dread to think of the situation, not only from my own company, 
because we probably would decide to go out of business, but for the 
entire rice industry—I mean you just can’t operate economically a 
rice mill at 40 percent of capacity, It isn’t possible. 
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Senator ANDERSON. Didn’t I understand you to say you started in 
the 1900’s? 

Mr. Laan. Yes, sir. 

Senator ANDERSON. Weren’t you in business when it was down to 
17 million? 

Mr. Laan. Yes, but it was a different rice mill. 

Senator ANppRSON. And you are still in business at 38 million. 
Why do you say you would go out of business if it went back to 38 
million? 

Mr. Laan. Because our installations had to be increased. 

Senator ANDERSON. They didn’t have to be. This is part of the 
story. The mills built up, they financed the farmers to go out and 
plant more in order that their larger capacity could be taken care of, 
and then, of course, they run into trouble. 

Senator Jounston. What you are trying to convey is that you 
built up under abnormal times, your factory, and now you find your- 
self in normal times, with an overhead that makes its hard for you to 
go ahead. 

Mr. Laan. That is one way of saying it, Mr. Chairman. 

Senator ANDERSON. Go ahead. 

Mr. Laan. We all know that the present support price is at a level 
which makes it impossible for the processor and for the distributor to 
export rice to any great extent, except to Cuba, where the competition 
is only Cuban production. 

If we go to so-called freer markets in the world, our price level, 
which is ‘pegged to a price floor by the support program, makes it 
impossible for us to compete. We have traded, and I personally, 
myself, with the Japanese, this past half-year, tried to sell them 
American rice. The ‘y wanted to buy southern rice but they couldn't 
because that price level was more than they could afford to pay, so 
finally we had to stop negotiations because we couldn’t meet their 
price ideas. 

Senator ANDERSON. Where did they get their rice, then? 

Senator Jounston. How have you disposed of your rice in the 
past? To what countries and about what percent? 

Mr. Laan. We have disposed domestically, to the Territories, to 
Cuba, to other Caribbean outlets, to Indonesia, the Philippines, 
Ceylon, Hong Kong, and Japan. Japan to a very great extent. 

Senator JOHNSTON. Your exports have been very general, then? 

Mr. Laan. Yes, sir. 

Senator ANpERSON. When did you start exporting to Japan? 

Mr. Laan. I believe it was in the year 1950 or 1951. 

Senator ANDERSON. That is another abnormality, in the fact that 
the American flag was over Japan at that time. 

You never knew Japan as a marketing point in 1940, did you? 

Mr. Laan. No, Senator. 

Senator ANpERsON. All their rice came out of Indochina and 
Burma? 

Mr. Laan. Japan has been traditionally for many, many years, a 
rice-deficient country and has always imported large quantities of 
rice. 

Senator ANDERSON. But never from the United States. 

Mr. Laan. Never from the United States that I know of. 
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The question, though, there is, I was over there a year and a half 
ago, and I found out that the Japanese prefer rice much more than 
they do wheat. Still the Japanese, as other countries in the Far East, 
are changing their diet from rice to wheat to a certain extent, and I 
believe that that is the crux of the whole problem and which is I 
believe a fact that was being overlooked by previous witnesses this 
morning. That wheat is being exported with export subsidies. 
Wheat has been supplied under relief programs, and it has displaced 
rice to a great extent in the Far East, as can be seen from this House 
measure 100 which states that prior to the war, of the 100 units of 
cereals eaten in the Far East, 88 percent was rice and only 12 was 
other cereals. 

Today—in 1953, I think it states—the situation is completely 
reversed and rice figures in there with only 31 percent. 

This, as far as I know, is not caused because Far Eastern people 
like bread so much better than they do rice. So far as I am informed, 
it is strictly for pecuniary reasons. 

I believe that the State Department for instance is afraid that if a 
two-price system were put in effect, that that would constitute 
dumping in the eyes of Far Eastern producers. I think that the Far 
Eastern producers should be much more afraid of dumping of Ameri- 
can wheat with export subsidies. So far they have not been com- 
plaining about that, but I think the real threat to Far Eastern rice 
producers is the displacement of rice by wheat, because that is the big 
volume. It is not this 1 percent of American rice that is the big threat 
to them, 

I certainly believe that there is a vast potential demand for rice in 
the world. Much more than is being traded today. But that is a 
question of price, much more than anything else. 

Senator ANDERSON. That is why I asked some questions of previous 
witnesses about the desirability of letting the Secretary of Agriculture 
have authority to dispose of these surpluses at prices that will move 
them into the world market. It wouldn’t disturb world trade. There 
is a demand for it and it just happens that there is a long story behind 
this substitution of wheat. 

We had to send domestic science demonstrators over there to 
teach people how to use this wheat. We didn’t have the rice and 
couldn’t get the rice out of Siam, Thailand and Indochina. We just 
could not move it. It was physically impossible to move it. The 
bridges were gone, the boats were gone, and we had to send the only 
thing we had, which was wheat. But the people of India, when 
they first got that wheat, didn’t know what to do with it. They 
put it in what was the equivalent of a coffee mill and ground it up 
and made a paste out of it and didn’t try to bake it. We had to 
demonstrate that you could bake this stuff. They wanted rice, then. 
They didn’t want wheat. I think they would go back to rice, again, 
if we gave them the opportunity. 

Mr. Laan. That is my contention. You say the wheat had to be 
supplied for relief purposes. I fully agree and I think it was a very, 
very good move. But on the other hand I think that now that rice 
production can catch up with potential demand for rice, we should 
try to get things back to where they belong. 

These people in the Far East have been eating rice for thousands 
of years. They have been accustomed to eating rice. That is their 
daily diet. 
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Senator ANDERSON. And they know how to prepare it. 

Mr. Laan. They know how to prepare it in several manners. It 
is a versatile food, it is a very healthy food for them—and I am not 
saying anything against bread, because bread is a food, too, but I 
think bread be longs where it has always belonged and I think rice 
belongs where it has always belonged. 

Senator Jounston. Would you like to have your statement printed 
in full in the record? 

Mr. Laan. Very much so, Mr. Chairman. 

Senator Jounston. We want you to know the reason for having 
you up here. We realize that pe ople who have invested money in rice 
to a large extent, in the past, we do not want to put them out of 
business. We want to d Lispose of the rice, get as much for it as we 
ean for the farmers, which we think will he ‘ip. the economy of America 
and help everybody here. 

Mr. Laan. I certamly appreciate that standpoint very much, 

I would like to finish my statement by saying that offhand, I am 
for any sound plan that can be developed to try to relieve this situa- 
tion, and I believe it has to be relieved in one way or another, both 
for the welfare of the farmer, and of the rice-milling industry, and for 
all alike who are dependent on that welfare. 

I think the two-price system as it has been described in House 
Document 100, offers an excellent opportunity, which appeals to me 
very much, for the simple reason that it seems it will not cost the 
taxpayer more money. 

There is a No. 2 solution. There would be export subsidies, just 
like wheat enjoys, and a No. 3 solution which I am not in a position 
to fully judge, a reduction of the parity percentage, down to between 
60 and 70 percent 

Now, there may be many other solutions, but I surely hope some 
solution will be found. 

Senator ANDERSON. With 20 million hundredweight on hand, isn’t 
that clogging up the channels of trade in this country? Wouldn’t it 
be a tremendous advantage if we started to move some of that surplus 
that we now have, even though we haven’t agreed upon a final plan, 
a program for the future? Won’t you get another batch in this year 
which will just complicate things that much more if we do not start 
to move it? 

Mr. Laan. Senator, as a rice miller I have always been accustomed, 
and all my colleagues in the rice-milling business, have moved rice 
in an orderly fashion. By that I mean we started buying toward the 
middle of the summer, either in the field or as it came from the field, 
and moved the rice crop. 

This year I know for sure for myself, that with this 20 million surplus 
hanging over my head, I am just scared stiff and I am afraid to 
buy any. 

Senator ANpERsoN. That is the point I want to make with reference 
to the American farmer. I do not care whether the level of support is 
75 pereent or 90 percent or 200 percent, if he is unable to move that 
rice and you are afraid to buy it, he will eventually suffer in the 
market place. 

Mr. Laan. That is correct. 

Senator ANprerson. I am just wondering if you do not think we 
should have some extraordinary temporary device to clear these shelves 
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of the rice. I think we ought to do it with wheat and all these com- 
modities but particularly with the rice this year. We have to do some- 
thing desperate, do we not, to move this rice, if we are going to do 
anything for the farmer at all? 

Mr. Laan. I couldn’t agree with you more, Senator. 

We are all working on domestic consumption but it is a slow process 
As we all know, the diet of the American population diminishes as far 
as starches are concerned. I mean it is just a fact we have to face. 

Senator ANDERSON. All the time we have been talking about up 
grading American diets and saying they should get milk and cheese 
and so forth in the diet and there is some dropping off in potatoes 
and some dropping off in rice, although the consumption domestically 
has been going up some degree, but nothing like the production of it 

Mr. Laan. Mr. Chairman, I deeply appreciate the opportunity you 
gave me to express my viewpoint. 

Senator JoHNsTon. We have been very happy to have you. 

(The prepared statement of Mr. Laan follows:) 
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STATEMENT FILED By Crrit R. C. LAAN, PResmIDENT, RICKERT, WESSANEN & 
LAAN, Inc., New OrRxuEANS, La. 


Mr. Chairman, Senator Anderson, gentlemen, my name is Cyril R. C. Laan 
I am president of Rickert, Wessanen & Laan, Inc., rice millers, in New Orleans 
La. Iam also president of Lacassine Rice Drier, Inc., of Lacassine, La., which 
drier is to a great extent farmer owned, and I have recently been nominated 
chairman of the rice committee of the New Orleans Board of Trade. 

Our rice mill in New Orleans is one of the larger rice mills in the South, estab- 
lished in the late 19th century, and represents a capital investment of som< 
$2 million; we regularly employ 85 people, who are directly dependent on success 
or failure in our operations; several of our employees have been with us 25 years 
or over and the majority over 10 to 15 years; we are one of the few companies i: 
the rice industry who on our own volition initiated an employee pension plan 
in 1949, 

3esides our direct payroll, many trades from farmers, bankers, railroads, supply 
houses and steamship companies, down to the workers on the docks, have an 
important stake in the volume we handle, as well as in our welfare. Such trades 
represent a multiple of our payroll. 

If our investment and the number of people dependent on the volume we 
handle, be projected on the volume of the total rice crop in the South, it can be 
readily seen that the southern rice milling industry is important by dependents 
and capital for the well being of the South. 

I wanted to give you this rather detailed background on my company, because 
I feel we represent the average situation of that part of the southern rice milling 
industry which operates as private enterprise and which is now and has been for 
over a year, suffering from the consequences of an outdated support program, 
that has been unable to cope with the demands of present day conditions. 

On several occasions, the Rice Millers’ Association by voice of its president, 
Mr. W. M. Reid, as well as farmers’ organizations through their many represent- 
atives, have pointed out this duress our industry is experiencing and the disas- 
trous situation that is confronting us in times to come. The disaster facing us is, 
as you know, a reduction in production down to 40 percent and maybe less, of 
present day volume, at which level neither farmer, nor driers, warehouse or rice 
nill ean even hope to subsist. 

It is highly gratifying and most appreciated that your committee. has recently 
been formed, is cognizant of the fact and becomes more so every day, that means 
and ways will have to be found to bring relief to our industry. I feel confident 
that your diligent efforts will tend to bring about a sound program to put our 
industry back on its feet. 

I do not want to be repetitious, however, I do feel that I should stress certain 
important aspects and facts that have happened and are continuing to happen, 
which will most surely ruin the entire southern rice industry, if the present sup- 
port program is not amended, extended, or substituted, to synchronize with world 
market conditions and trade. 
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These facts and aspects do not only represent my own personal views but I am 
sure those of others as well. If I am wrong, I would appreciate being corrected 
as 1 go along, but I do believe I should stress the point that heavy responsibility 
rests with the United States Government for having brought about the following: 


I 


(a) At the instigation of the United States Government, particularly during 
and after World War II, United States rice production was increased, as follows: 


Hundredweight 


ho dn wen ‘ 17, 753, 000 
1940 ; nes 24, 495, 000 
1945 30, 668, 000 
1950__- 37, 971, 000 
1954. .... . - 58, 853, 000 


(b) Instigation of United States Government consisted of the following in- 
centives and measures: 

(1) High price supports at farm level 
2) Government set aside up to 60 percent of mill production during war years 
and some years thereafter. 

(3) Rigid export controls and heavy Government and Army buying for relief 
abroad through September 1953. 


I] 


The above measures forced farmers and millers alike to increase production 
and handling capacity, at the expense of tremendous capital investment, to take 
care of their traditional markets, domestic and exportwise. 


III 


In September 1953 (only 20 months ago) export controls were abolished and 
Army purchases stopped abruptly shortly thereafter; however the inducement 
of high supports has continued and is still continuing. 


[\ 


The rice industry, at farm and manufacturing level, being geared up to the 
high volume required by the United States Government, in recent years has had 
to rely on increasing exports to dispose of the ever-increasing crop as follows: 





Year hundrad- | Percent of 
7 oh total 





V 


World production, particularly in the Far East, having caught up with present 
demand, forced world market prices down, starting early in 1954. Consequently, 
high supports in the United States creating a floor under rice prices at farm level, 
annihilated potential export movement for United States rice, with the result that 
the CCC now owns 46 percent of the total 1954-55 crop 

Besides these basic points, I now want to particularly emphasize an extremely 
important aspect which has been overlooked in earlier testitw.onies this morning 
and that is that present-day rice consumption in the Far East could easily be 
increased to take up a worldwide increase in rice production many times over. 
Why this is not happening now is because to a great extent rice consumption has 
been artificially substituted by wheat consumption. 

You will find this confirmed in the very interesting study submitted by the 
United States Department of Agriculture and known as House Document No. 100 
In there it is stated that prewar rice consumption in the Far Kast constituted 88 
percent of cereal consumption. ‘Today, far eastern rice consumption constitutes 
only 31 percent of cereal consumption. 
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This reverse in diet has not been brought about because Asiatic people prefer 
bread over rice. They have eaten rice as their main dish for many thousands and 
thousands of years, until as a consequence of World War II rice production and 
transportation were so disrupted that other cereals and particularly wheat were 
then the only products readily available at cheap prices. 

It was a good thing that in those years the United States could bring such 
relief in the form of give-away programs or by supplying the grain at heavily 
subsidized prices. 

However, rice production is back to normal now and under those circumstances 
I cannot possibly understand how justification can be found to favor wheat 
exports to the Far East with the help of substantial export subsidies, to the 
detriment of not only the southern rice industry, but the Burmese and Siamese 
riaa producers as well. 

When the previous speaker on bebalf of the State Department mentioned 
the tense political-economical situation in the Far Fast and the undesirability 
of a two-price plan for rice because it woulc be another form of dumping and 
taking away of markets for the burmese aud Siamese, it would seem well to look 
at those tremendous subsidized exports of United States wheat, shipped to places 
where it does not belong any longer. 

If we, as southern rice industry, ask to be put in a position to move our 1 or 2 
percent of rice world production into far eastern markets under a 2-price plan or 
other sound program, then certainly that could not ever be considered dumping, if 
subsidized wheat exports go free of that blame. 

A year ago I visited in Japan and asked every Japanese I met what he preferred 
to eat and the answer was consistently “‘rice.’”’ As far as my information goes, 
this same answer would be given by the great majority of the peoples in Asia. 

Therefore, I am asking, let the United States Government develop a program 
by which we can maintain our production, maintain our exports and ship rice in 
maximum volume at reasonable prices to places where it is Cesired. 

I am convinced and the facts will bear me out that at even or comparable 
price, potential rice demand in the Far East will turn to actual rice Cemand, 
while actual demand for wheat will accordingly diminish. This, as stated before, 
will bring relief to us as well as to the farmers in Southeast Asia. The present 
situation is artificial as I see it, and nothing but that. 

I have taken up too much of your time already and to concluce would like 
to summarize the solutions or methods I would favor in the following orc er: 

No. 1 method would be the 2-price plan, with domestic and territorial distri- 
bution pegged at 90 percent of parity supports, and any voluntary production 
free to seek its own level of volume and price. I favor this plan particularly 
because it seems sound and at no expense to the United States taxpayers. 

No. 2 method would be a substantial export subsidy on milled rice to place 
American rice on a competitive level with foreign production and other subsidized 
cereals. 

No. 3 method would be a substantial reduction in the support level, which 
would have to be reduced to between 60 and 70 percent of parity to enable 
competitive exports, or any other sound plan that I cannot think up now, which 
might also bring the necessary relief. 

I am certainly deeply grateful for having been given the opportunity of explain- 
ing our plight and my views for a solution, and I want to sincerely thank you for 
the time and attention vou gave me this morning. 





(Whereupon, at 12:15 p. m., the subcommittee recessed, to recon- 
vene at 10 a. m., Tuesday, May 24.) 
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TUESDAY, MAY 24, 1955 


Unirep States SENATE, 
SUBCOMMITTEE ON Rick PROGRAMS 
OF THE COMMITTEE ON AGRICULTURE AND FORESTRY, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 10:25 a. m., in room 
324, Senate Office Building, Washington, D. C., Senator George D. 
Aiken presiding. 

Present: Senator Aiken (presiding). 

Senator AIKEN. It so happens that the members of the subcom- 
mittee are either ill or otherwise unable to be here this morning, so we 
will hear the two statements on two-price plans for rice. 


Mr. Woolley. 


STATEMENT OF FRANK K. WOOLLEY, LEGISLATIVE COUNSEL, 
AMERICAN FARM BUREAU FEDERATION 


Mr. Woot.uey. Before I read this statement, 1 will summarize it 
very briefly. 

The American Farm Bureau Federation has not arrived at a specific 
recommendation with respect to the two-price system on rice. We 
have very strongly gone on record in opposition to a multiple-price 
system on wheat, and as we study the rice situation more and more of 
our people are becoming convinced that a two-price system is not 
the solution to the rice problem. 

The prepared statement that I have for the record here goes into the 
the bureau has not taken a position. We have discussed it among our 
commodity groups, and we think that as of today three out of four. of 
the major rice-producing States are in opposition to a two-price 
system. 

We appreciate this opportunity to discuss the rice situation; 
however, | want to say at the outset that we are not prepared to make 
definite recommendations at this time. Our studies of the rice 
situation have convinced us that the rice growers have a problem, 
but that they are not yet united on a solution. We have had one 
national rice meeting. Additional meetings are now being held by 
State farm bureaus in the rice-producing areas. We cannot make 
definite recommendations until there has been a further crystallization 
of thinking in the rice areas, and additional action by our board of 
directors. In the meantime, we would like to review the general rice 
situation and some of the possible alternatives for action. 

There appears to be a growing belief, on the part of those familiar 
with the rice situation, that some changes should be made in the 
present rice program. 
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tice production has increased from less than 25 million hundred- 
weight prewar to 59 million hundredweight in 1954. Domestic con- 
sumption has fluctuated considerably on a per capita basis. It was 
6 pounds per capita in 1937, 4 pounds in 1945, and 5.3 pounds in 1953. 

Total domestic consumption has tended to increase due to popula- 
tion growth; however, consumption was only 854 million pounds of 
milled rice in 1953-54 in comparison with 773 million pounds in 

1940-41. 

Most of the increase in production that has taken place since pre- 
war has gone into exports. In most years since price support was 
made available on rice, average United States prices have exceeded 
the support level with the result that there has not been a serious 
surplus problem until recently. 

The explanation for these satisfactory prices is to be found in the 
world need for United States rice which often was augmented by 
United States aid programs. Exports have run as high as 52 percent 
of production and averaged 45 percent of production in the 5 marketing 
vears 1949-53. 

Now the situation appears to have changed. World production of 
rice has increased, and the world price has dropped so that it is now 
below the United States support level for some grades. In the face 
of a reduced world need for United States rice, the United States 
production was increased 12 percent from 1953 to 1954, at least in 
part as the result of a shift in acreage brought about by the cotton 
allotments program. It now appears that a minimum of 14 million 
hundredweight of rough rice, or approximately 24 percent of the 1954 
crop will be carried over this year, and there is a danger that the carry- 
over will be 20 million hundredweight or more. 

Marketing quotas were announced for 1955 and approved by the 
growers. The 1955 allotment amounts to 1,859,099 acres, or 24.9 
percent less than the 2,476,000 acres seeded in 1954. Further acreage 
cuts appear to be in prospect if the present program is continued. 
If the carryover should be as high as 20 million hundredweight this 
year, a substantis al further ac reage cut will be necessary in 1956. 

By reducing production ricegrowers can maintain a 90 percent of 
parity support level under the present law. The cost of doing this 
may well be the loss of a large part of the export market for rice. 
We doubt that it is economic or desirable to reduce rice production 
to the level of domestic consumption. 

In considering the rice situation it should be noted that the parity 
price of rice has been increased under the new parity formula, and 
that present market prices are, on the average, well below the 90 
percent of parity support level. 


Recent average farm prices of rough rice with parity comparisons 


| Dee. 15, 1954 | Apr. 15, 1955 





Pe WE i inser nnnolcittasinids sleatten eee per per hundredwelght..| $4. 63 $4. 52 
Effective parity price (ne ae. sen 5.41 5. 48 
Percent of parity pall E Lp De didisne odkiden dchaas hd alle adh thie asp aad ee ee 86 82 
Parity under old formula._____---....----------------- _per hundredweight.. $5. 07 $5. 14 
Percent of old parity__.._._- bebbabuicedddstbsuckdbceanwe d 91 
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RECOMMENDATIONS OF AFBF RICE MEETING 


At the request of interested State farm bureaus, AF BF sponsored a 
national rice meeting at Dallas, Tex., on January 13, 1955. All of the 
five important rice-producing States—Arkansas, California, Louisiana, 
Mississippi, and Texas—were represented. 

It was agreed at this meeting that we want to retain and expand 
foreign and domestic markets for rice, that we want a minimum of 
Government controls, and that we want an adequate income for rice- 
vrowers. 

There was not, however, any general agreement as to how these 
objectives can best be obtained. ‘The group, therefore, asked that the 
AF BF board study the possibilities of (1) a two-price plan for rice, (2) 
a rice program comparable to the eo corn program—that is a pro- 
cram of variable price supports with acreage allotments, but without 
marketing quotas, and (3) any alternative program that might more 
effectively accomplish the general objectives noted above. 


USDA STUDY 


As this committee knows, the Department of Agriculture, in response 
to a direction from the Congress, recently completed a study of various 
two-price systems of price support that might be made applicable to 
rice. While the report of this study makes no recommendations, it 
raises serious questions with regard to the desirability of adopting a 
multiple-price program and suggests other alternatives. Some of the 
more important conclusions that may be drawn from this report are 
as follows: 

(1) “* * * it appears that a further sharp reduction in acreage will 
be called for unless some program is devised whereby large quantities 
of United States rice can move into export channels at prices below 
the support levels provided for rice by existing legislation when 
marketing quotas are in effect.”’ 

(2) A 2-price plan would enable producers to obtain more income 
from rice than they could obtain under a 1-price support program at 
90 percent of parity or less. 

(3) A support price of either 65 or 75 percent of parity would result 
in more income to ricegrowers from rice than a 90 pe re ‘ent program ; 
however, growers would have more “diverted acres’? under a 90 
percent program. 

(4) A multiple-price plan would involve complex administrative 
problems. These include: The problem of distributing domestic 
allotment certificates to producers who now sell varying proportions 
of their production in the domestic market; the problem of how to 
treat seed rice; the problem of whether to require brewers and other 
users of low-quality rice to pay the domestic price (which might force 
them to turn to substitutes); and the problem of keeping export rice 
from being smuggled into domestic channels. 

(5) A multiple-price system would endanger the good will of other 
rice-produci ing countries—the more important rice-exporting countries 
are located in an area that is of great current concern to the United 
States (because of the ‘“‘cold war’’). 
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(6) Most multiple-price plans propose to include Cuba in the 
higher-priced market. All such plans, either directly or indirectly, 
involve what amounts to a tax. Since the Constitution prohibits 
export taxes, it may be difficult or impossible to develop a program 
that would enable us to charge Cuba a higher price than we charge 
other countries (Cuba took 30 percent of our total exports in 1953-54.) 

(7) Exports might be maintained and drastic acreage curtailment 
avoided “by a system of price supports offering producers a realistic 
choice of flexible production and price policies w hich present legislation 
fails to provide.’ 

AFBF POSITION 


AFBF has no specific position on the question of a multiple-price 
plan for for rice. We have vigorously opposed the adoption of such 
plans for wheat. The prine iples involved in multiple-price plans are 
the same for wheat as for rice; however, there is one important differ- 
ence in the way such programs would ope rate for the two commodities. 
A multiple-price plan for rice would have relatively little impact on 
the United States market for other commodities, whereas a multiple- 
price plan for wheat would dump surplus wheat into the domestic 
feed market in competition with other feeds. 

It should be noted also that (1) there is no international agreement 
affecting rice prices while there is an International Wheat Agreement; 
(2) United States supplies are smaller in relation to world trade in 
the case of rice than in the case of wheat; (3) the administrative 
problems involved in a multiple-price program would be easier to 
handle in the case of rice, because rice is a much smaller crop than 
wheat, has fewer uses than wheat, and must pass through dryers, a 
fact which would facilitate the checking of compliance. 

Despite the obvious differences between wheat and rice, our studies 
thus far have given us relatively little basis to believe that the Ameri- 
can Farm Bureau Federation will be able to support a multiple-price 
plan for rice. Regardless of the form it might take, a multiple-price 
program on an export commodity inevitably would mean that higher 
returns realized in a protected domestic market would be used to 
make it possible for producers to produce and sell export supplies for 
a lower price. It is difficult to see how foreign countries could regard 
such a program as anything other than export dumping. The United 
States has an antidumping law and we can expect affected nations to 
retaliate if we dump our products. Such retaliation will not neces- 
sarily be confined to rice. Our entire foreign trade is involved as well 
as our friendly relations with other countries. 

The problem of making an equitable division of the domestic market 
between producers who now sell varying percentages of their produc- 
tion to domestic consumers is by no means minor. We have seen 
no evidence to indicate that the growers who have domestic markets 
that have been developed through the promotion of cooperative and 
company brands, would be willing to pay a tax to finance payments 
to growers who produce largely for export. While the Farm Bureau 
rice group which met in Dallas in January listed two-price plans as 
an approach that should be studied, a number of those present 


indicated serious doubts as to the merits of the multiple-price 
approach. 


| 
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Our general policies are such that we could not support a multiple- 
price plan for rice unless our board were to find that the rice situation 
involves special considerations which justify an approach that we 
oppose for other commodities. Accordingly, we believe that serious 
study should be given to alternative possibilities for rice. 


APPLICATION OF THE CORN PROGRAM TO RICE 


The present rice-support program has relatively little flexibility. 
As pointed out above, the present program actually is designed to 
keep the support level at, or near, 90 percent of parity, by forcing a 
reduction in production whenever supplies begin to accumulate. 

The corn program has a great deal more flexibility. Since corn is 
not subject to marketing quotas, there is less pressure for producers 
to reduce production and more opportunity to adjust support prices 
if supplies accumulate. 

In a sense, the corn program actually gives growers an optional 
two-price plan. Those who comply with their allotments are eligible 
for price support—those who exceed their allotments must take their 
chances on the market, which may be lower. 

The following table illustrates the estimated support prices that 
could be expected for a 1955 rice crop of various sizes, assuming (1) 
the Secretary of Agriculture’s determination of a normal supply tor 
the purpose of fixing the minimum 1955 support level to be the same 
as the determination that was made in connection with the establish- 
ment of the marketing quota level for the 1955 crop, and (2) full 
application of the price-support schedule in the Agricultural Act of 
1949 without regard to the provision which makes the minimum sup- 
port level for the 1955 rice crop 82% percent of parity. 





1,000 hundred weight Minimum 
sts a rie ia support level 
Minimum based on 
Supply level Size of crop required support Apr. 15, 1955, 
with 14 million level parity price 
Supply hundredweight carry- per hundred- 
over weight 
Normal _. ‘7 56,782__ 42,782_. i = 90 $4. 93 
102 percent of normal._...| 57,918_-_- 43,918__ 4 90 4. 93 
106 percent of normal.....| 60,189 ies | 46,189 ‘ 88 | 4.82 
110 percent of normal_....| 62,460 48,460... ag 86 4.71 
114 percent of normal_._._| 64,731_- [ 50,731 __. 6% BB 84 | 4. 60 
118 percent of normal.....| 67,003-. 53,003... 82 4.49 
122 percent of normal... | 69,274__. 80 4,38 
126 percent of normal....-} 71,545 ..| 57,545-- - 78 | 4.27 
More than 130 percent More than 7 73,817__ More than 59,817______-- 75 | 4.11 


J 


The Secretary’s estimate of the production to be expected from the 
allotment originally announced for 1955 is 44,135,000 hundredw eight; 
however, the original allotment has now been increased by slightly 
more than 2 percent. 

The basic data used in the above computations are as follows: 
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1954-55 RICE SUPPLY SITUATION 


Estimated 1954-55 supply: Hundredweigh: 
Carryover, Aug. 1, 1954_- 5 aw Sit i Siichn cipiliaea dna iar he 5th then 7, 557, 000 
1954 production ia cae Bia iinet eee diane eadpeetel tance 58, 950, 000 
Estimated imports 7 aa 


ee ae eee 350, 000 


bend wes oS RO 
Son ap it 26, 850, 000 


Total supply 
Estimated 1954-55 domestic con sumption 


Estimated 1954-55 exports 3 ie slated taertas.sasieligeiianlaie 26, 000, 000 

Total aa be asttd oo 850, 000 

Estimated carryover Aug. 1, 1955 } J pI og 14, 000, 000 
Estimated normal supply for 1954-55: 

Kstimated domestic consumption, 1953-54__ : ...--. 25, 620, 000 

Estimated exports, 1954-55 at -----. 26, 000, 000 

Total ot 7 : ‘ ‘ ted Ae oc 62 20 000 


Carrvover allowance, 10 WOPOONiO. soo ies Jue dee ee 5, 162, 000 





ponies tie hala 56, 782, 000 


Supply level (110 percent of normal) requiring proclamation of 
marketing quotas for 1955 was 62,460,000 hundredweight. 

The estimated 1954-55 supply is 117.7 percent of the supply 
determined by the Secretary of Agriculture to be a normal supply. 
The minimum loan rate for 1954 crop would have been 82 percent of 
parity, if permanent provisions of the law had been in effect last year. 
It is interesting to note that recent market prices have been around 
82 percent of parity. 

As pointed out above, the effect of the 1955 marketing-quota 
program probably will be to keep the support price for rice close to 
90 percent of parity, and the market price above the level at which 
we can maintain our export markets. 

In the long run, lower support prices would mean larger export 
markets and consequently larger allotments for United States growers. 
Putting rice on the same basis as corn, that is, on acreage allotments 
and variable price supports without marketing quotas, would give 
producers the opportunity to decide individually whether price 
support is worth the cost in terms of reduced acreage. The result 
probably would be greater production, lower price supports, and 
greater exports than would prevail under a marketing-quota program. 
This approach, however, would not necessarily provide a complete or 
permanent solution to the present rice problem. The CCC might 
still accumulate some stocks in the event the support price was 
above the world market. Whether these stocks would accumulate to 
burdensome levels would depend upon the reaction of growers to 
changes in allotment and support levels, the trend of the world 
market, and our success in moving CCC stocks under special programs. 
This approach, however, has the possibilities of stabilizing the rice 
situation without forcing as drastic reductions in production as 
apparently will be necessary if the present program is continued. 


Normal supply - 


A More Reauistic CHoices ror PRopUCERS 


The USDA study referred to above suggested that producers might 
be offered a more realistic choice than they now have in a marketing 
quota referendum. 
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The present law does not offer producers a realistic choice between 
alternative programs. On the contrary, it is designed to provide a 
strong incentive for producers to vote for quotas. 

Using illustrative figures from the USDA study a realistic set of 
choices might be: 

(1) Ninety percent of parity supports; a national allotment of 
1,727,000 acres; and the control of 632,000 diverted acres; 

(2) Seventy-five percent of parity supports and a national allot- 
ment of 2,077,000 acres, and control of 282,000 diverted acres; and 

(3) Sixty-five percent of parity supports with no allotments and 
therefore no control of diverted acres. 

The USDA study did not mention the idea of including provisions 
for the control of diverted acres in the choices offered producers; 
however, if producers are to be allowed to maintain a level of price 
support by cutting acreage, it is no more than fair that they be re- 
stricted from using their diverted acres in such a way as to injure 
the producers of other crops. 

We have no brief for the figures in this particular set of alternatives. 
We do believe, however, that there is a great deal of merit in letting 
producers vote on definite alternatives, each of which specifies a level 
of price support and a corresponding degree of production control 
designed to keep the program from breaking down. 

In conclusion, I want to again express our appreciation for this 
opportunity to discuss the rice situation with you, and to say that 
we will make more definite recommendations as soon as possible. 

Senator ArkEN. Thank you, Mr. Woolley. Mr. Baker is next. 


STATEMENT OF JOHN A. BAKER, ASSISTANT TO THE PRESIDENT, 
NATIONAL FARMERS UNION 


Mr. Baker. Mr. Chairman and members of the committee, for the 
record, I am John A, Baker, assistant to President James G. Patton, 
National Farmers Union. Mr. Patton is unable to be here today 
and has asked me to read the following statement of his views with 
respect to the rice two-price plan. 

The National Farmers Union opposes adopting the proposed rice 
2-price plans for 3 reasons: 

(1) The protection provided for ricegrowers farm family mcome is 
inadequate. 

(2) The cost of what little protection is provided to ricegrowers is 
financed by what amounts to a sales tax paid by domestic United 
States consumers. 

(3) The unlimited dumping of United States-produced rice supplies 
on the world market that is involved in the schemes would imvite 
justified retaliation by other rice-exporting nations and by rice- 
importing nations that have some domestic rice production. 

Our position on the proposal now under consideration by your 
committee is governed by the following paragraph of the ‘Farmers 
Union Program for 1954-55” adopted by delegates to the biennial 
convention at Denver, Colo., on March 15-19, 1954: 

We are definitely and unalterably opposed to any proposed two-price or mul- 
tiple-price system of price support, by whatever name advanced, for wheat, cot- 
ton, rice, peanuts, tobacco or any other commodity that will return to farmers a 


blended average support price at a level lower than 100 percent of parity for the 
entire family farm production of the commodity. 
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We have studied carefully the report of the Department of Agricul- 
ture of a study of various two-price systems of price support and mar- 
keting which could be made applicable to rice. The report is a mirror 
of the errors of the one-commodity-at-a-time approach to the price 
and income problems of commerce ‘ial family farms and an illustration 
of the deadening hand placed upon policy discussions by a blind faith 
that the traditional pricing arrangements of the private-regulated so- 

called free market is some kind of a desirable norm in economic policy. 

While the report recommends against two-price plans for rice, it does 
so for the wrong reasons. And because of that it comes out with the 
startling conclusion that the world generally, the Nation as a whole, 
and rice producers in particular would be better off if a system of 65 
percent of parity price supports were adopted than would be the case 
under any other system. ‘This may sound like sense to President 
Eisenhower’s Secretary of Agriculture. But this frank espousal of 65 
percent of parity supports does not make good sense to me or, I dare 
say, to any large number of farmers in the United States. 

Yet 65 percent of parity rice supports is precisely what this recom- 
mendation by the executive branch proposes. There have been only 
2 years in the last 45 years when the parity ratio dropped below 65 
percent. The parity ratio was 58 in 1932 and 64 in 1933. Sixty-five 
percent of parity supports are. no supports at all. Sixty-five percent 
of parity is not recession or adjustment to peacetime conditions or 
anything; 65 percent of parity supports are disaster level supports. 
The kind Secretary Benson outlined as his policy in his first major 
speech after taking office. 

Here in this 65 percent of parity recommendation in this rice report 
is apparently what President Eisenhower had in mind when he said 
in his State of the Union Message that the sliding scale is a ‘‘step in 
the right direction.”” According to the statistics in the rice report 
65 percent of parity is only 2 cents per hundredweight better than 
full flexibility. 

While National Farmers Union is unalterably opposed to two- 
price systems, we cannot agree that 65 percent of parity supports are 
an attractive or acceptable alternative to a two-price plan. Either 
would be a sure road to farm bankruptcy for rice producers. But it 
must be said, as the last line on table I on page 28 of the report shows, 
the two-price system is $15 per acre better than 65 percent of parity 
and $6 per acre better than 75 percent of parity. 

However, the table itself and the reasoning throughout the report 
is rendered faulty by the attempt to consider the economic problems 
of rice in isolation from other farm commodities. Exclusively con- 
cerned with its myopic concentration upon rice as a single commodity 
the report completely neglects to consider the relationship of an 
expanding full employment domestic economy and of economic growth 
in other free nations to the demand of rice. Reflecting a hidden faith 
in cartel-dominated and foreign government regulated international 
markets, not one single word is mentioned in report about the obvious 
need to establish an international food and raw materials reserve or 
world food bank as proposed by a large number of the members of 
your committee. Nor does the report say a single word about the 
desirability of establishing an international rice agreement similar to 
the International Wheat Agreement. 
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With its attention myopically focused on a single commodity, the 
report does not even mention the fact that adoption as conservation 
acreage reserve as proposed by Senator Humphrey would relieve rice 
acreage allotments and marketing quotas of some of their harvest 
handicaps. 

I do not know precisely what a careful statistical survey would show. 
But I am confident that many low-income consumers and relief clients 
in the United States are not now buying all the rice they need. The 
administration report is deafeningly silent on this aspect of the 
problem. 

All of the proposed rice two-price plans discussed in the Adminis- 
tration’s report are unsatisfactory in at least three respects: 

The average blended return or price paid to rice producers 
would be lower than is fair to producers, lower than the level required 
to maintain a healthy family farm agriculture, and lower than is 
desirable to maintain farmers’ purchasing power in an expanding 
full-employment economy; 

The two-price system places a sales tax on domestic consumers 
and requires United States consumers, as such rather than as tax- 
payers, to pay the full cost of whatever protection the farmer re- 
ceived; and 

3. As the report points out, a two-price system is a very slightly 
disguised form of foreign dumping, that in the absence of an inter- 
national food and raw materials reserve and an international rice 
agreement would be almost certain to bring on retaliatory action by 
both rice-importing and other rice-exporting nations. 

Rice producers’ gross returns per acre, using Department of Agricul- 
ture figures, would be $122.70 at 100 percent of parity; $110.42 at 90 
percent of parity ; $92.59 at 75 percent of parity; $83.09 at 65 percent 
of parity; and $98.73 per acre under the two-price system. Both 90 
and 100 percent of parity are better from the standpoint of farmers’ 
income than the two-price system by $12 and $24 per acre respectively. 


Return Reduction 

Program per acre below 

of rice parity 

100 percent of parity. , ‘ $122. 70 i 0 
90 percent of parity 110. 42 $12. 28 
2-price plan ; , 98. 73 13 97 
75 percent of parity 92. 59 30 11 
65 percent of parity. canted ; 83. 09 | 39. 61 


On the second point we do not believe that a sales tax, a bread tax, 
or a rice tax is the proper way to finance a farm price support pro- 
gram. To do so is to foist off some of the disadvantages of one dis- 
advantaged group of citizeas onto another group of disadvantaged 
citizens. We do not believe that United States-produced food and 
clothing should be sold cheaper to foreigners than to our own citizens. 

On the third point, we feel sure that foreign markets for United 
States farm production can be expanded by methods that are fully 
consistent with good iuternational relations which is not true of the 
two-price system. 

We hope your committee will complete ‘ly reject all proposed two- 
price systems for rice or any other commodity. We have no fear 
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that your committee will look upon 65 percent of parity supports as 
an acceptable program. Moreover, we hope that you will move in 
due course to repeal the sliding sc ‘ale system and restore a firm and 
adequate program. 

We respectfully submit for your consideration a program for rice 
along with other farm commodities composed of the following major 
elements: 

1. Develop and maintain an expanding full-employment domestic 
economy ; . 

2. De velop through the point 4 program and Agricultural Trade 
Development and Assistance Act an expanding free-world economy; 

3. Establish an international food and raw materials or world food 
bank; 

4. Negotiate and set up an piegnakenn rice agreement; 

5. Support returns on family farm production at 100 ‘perc ent of 
parity; 

6. Use production payments as the major method of support with 
a standby support loan floor; 

Knactment of conservation acreage reserve to retire from com- 
mercial production those farm acres unneeded in any year for export 
and domestic requirements; and 

8. Maintain acreage allotments and marketing quota authority 
for use when required to keep supplies in line with genuine export and 
consumer demand. 

Che first two elements listed would bring about a constant long- 
term increase in market demand for United States-produced rice. 
Establishment of an international food and raw materials reserve to 
operate in conjunction with the suggested international rice agree- 
ment would insure expanding markets, international rice price stabili- 
zation, and negotiated export and import quotas, instead of dumping, 
as would be the case under a two- -price system, and instead of Unite .d 
States program holding an umbrella over entire world price as is done 
now; and instead of reducing American rice farmers’ returns to oriental 
levels as the administration proposes in the 65 percent of parity pro- 
gram. 

A 100 percent of parity support program would keep rice producers’ 
returns in line with an expanding full-employment national economy. 
And use of production payments as a method of support would allow 
both export and domestic market prices to drop to market-clearing 
levels instead of piling up stocks in CCC inventory. 

Enactment of the conservation acreage reserve would maintain 
farmers’ take-home pay while cooperating in making a nationwide 
horizontal cut in total farm production to keep total supplies in line 
with aggregate demand. 

oxisting authority for rice producers to utilize acreage allotments 
and marketing quotas should be retained for use in case of a specific 
maladjustment directly related to demand conditions of rice as distinct 
from that for all farm commodities. 

We respectfully urge that the economic problems of rice be consid- 
ered along with the price and income problems of other farm commod- 
ities—not separately. If rice is eliminated from the list of basics, we 
shall have undermined the whole price support structure. If a two- 
price plan is considered to be good enough for rice, would there not 
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be those who would ask why not wheat, cotton, peanuts, tobacco, 
milk, apples? 

All of the claimed benefits of a two-price system can be obtained 
by using production payments as a method of price support. And 
farmers would not be penalized by lower prices and incomes as a 
consequence. 

Thank you for your courtesy in asking for and listening to the 
views of National Farmers Union on this important subject. We 
wish to commend the committee for your action in d leciding to hold 
hearings on needed improvements in farm price support legislation. 
We shall welcome an opportunity to work with you and members of 
your staff on this project in which we are mutut ally interested. 

Senator Arken. If there are no questions, the hearing is recessed 
until tomorrow at 10 a. m., when three witnesses are scheduled to 
be heard. 

(Whereupon, at 10:30 a. m., the committee recessed, to reconvene 
at 10 a. m., May 25, 1955.) 
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WEDNESDAY, MAY 25, 1955 


UniItED STaTEsS SENATE, 
SUBCOMMITTEE ON Rick PROGRAMS OF THE 
CoMMITTEE ON AGRICULTURE AND FORESTRY, 
Wash ington, dD. & 

The subcommittee met, pursuant to recess, at 10 a. m., In room 324, 
Senate Office Building, Washington, D. C., Senator Olin D. Johnston 
presiding. 

Present: Senators Johnston (presiding), Anderson, and Schoeppel. 

Senator JoHnston. The hearing will come to order. 

| have a statement here from Mr. W. M. Reid, president of the Rice 
Millers’ Association, that I have been asked to insert in the record. 

[ have another statement here from Mr. Rex L. Kimbriel, president 
of the Mississippi Rice Marketing Association, and he has asked that | 
also have it printed in the record. 

And then | have a letter from Mr. Frank A. Godchaux, Jr. He asks 
that I have it printed in the record. He is president of the Louisiana 
State Rice Milling Co., Inc. 

(The documents referred to are as follows:) 


STATEMENT FiLtep sy W. M. Rerp, PrReEestEentT, Rick Miners’ AssocraTIon 
New Or.eFans, La. 


In conformance with your invitation by letter of April 29, we submit. herewith 
the views of the Rice Millers’ Association in regard to the subject of systems of 
price support and marketing which could be made applicable to rice, with special 
reference to the recent report of the United States Department of Agriculture 
known as Hovse Document 100. 

The Rice Millers’ Association, organized in 1899, is a nonprofit incorporated 


trade association of the United States rice milling industry. ‘The membership of 
the association is comprised of both farmer cooperative and independently owned 
milling organizations. An important function of the association is preparing and 


analyzing economic and statistical information bearing on the production, process- 
ing, and distribution of rice, domestic and foreign. The association is staffed by 
trained economists and experienced rice-marketing experts. The association’s 
headquarters office is domiciled at 1308 National Bank of Commerce Building, 
New Orleans, La. 

First, let us say that we are in hearty agreement with the contention of the 
United States Department of Agriculture as reported in House Document 100, 
that with 90 percent of parity price support such as is currently in effect, rice 
farmers are confronted with the prospect of “sharply reducing production and 
income”’ (p. 31) for the reason that export markets for rice cannot be maintained 
under the high market prices necessitated by such a program. Furthermore, we 
also azree with the USDA conclusion (p. 1) that “the rice industry faces the 
alternatives of drastically reducing its production or of maintaining its foreign 
markets by selling at prices below the present levels of domestie price support.” 

The present program of high price supports within the range of 82.5 to 90 per- 
cent of parity, is leading the United States rice industry to economic ruin. It 
takes only a brief review of certain statistical facts to understand why this is 
true. Over the past 10 years the United States rice industry has doubled pro- 
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duction of rice. Concurrent with that expansion of rice production, there has 
been a tremendous expansion in all rice producing, irrigation, storing, drying, and 
milling facilities. These capital facilities which have been developed in recent 
years serve a specialized purpose in rice production and marketing, and eannot 
be readily shifted to another use. Consequently, if rice production is sharply 
reduced, these huge capital facilities will become economic liabilities to the rice 
industry. For economic and efficient operation of the huge capital structure that 
has been developed in the last decade, rice production must be maintained on a 
scale reasonably comparable with the scale reached in recent years. To main- 
tain an economic scale of rice production, however, the export position of the 
United States rice industry must be protected, since that is where the increased 
production of the past decade has been marketed. 

The rice industry is exerting a great deal of effort and spending a large amount 
of money in an endeavor to expand the domestic market for rice, but long experi- 
ence reveals that effective benefits from such effort will come relati ely slow. 
Che outstanding efforts of rice millers and other marketers of rice, and of the fine 
rice promotion organizations which ha’ e been formed and voluntarily financed 
by the rice industry, to expand domestic consumption of rice, may in years to 


come pro: ide a solution to the rice industry’s market problems, but in the im- 


mediate future those problems can only be alleviated in the export area. 

The overshadowing importance of export markets for rice is revealed by the 
fact that in recent years 60 percent of the rice produced in this country has been 
exported. Such a high le-el of exports under 90 percent of parity price support 
was possible up and until late 1953 because the world price exceeded 90 percent 
parity support prices for United States rice up to that time. Since late 1953, 
however, the world price has fluctuated around the United States support price, 
and in late 1954 and early 1955, the world price fell below the United States 





price-support level. As a consecuence, during the current rice marketing year 
(which began August 1, 1954) the United States has found it very diffieult to export 
rice in commercial channels, especially in the Far East. During the current rice 


marketing vear, the United States has exported less than one-half as much rice as 
it exported in a comparable period of 1952-54, and as a result of the reduction in 
export business 46 percent of the 1954 United States rice crop has been placed 
under price support. The figures by States of the quantity of the 1954 crop of 
rough rice placed under price support by farmers is shown below. Seemingly 
these figures, more clearly than anything else, point up the seriousness of the rice 
problem under the present support program. 

: l 
| Percent of 
1954 rice crop 


Quantity 
rough rice 





State | placed under | placed under 
support support 
— " ‘ bn cegedlebindieni . a : frre =o emcee 
| Hundred- | 
| weight | Percent 
Arkansas... a aeeid 11, 939, 000 81.5 
California. -_ tee | 5 | 
Louisiana. - - . i - | 5, 166. 000 | 34.4 
Mississippi ‘ 1, 433, 000 | 64.7 
Texas... .. , - nil | 8, 316, 000 | 51.6 
United States... . : . ‘ 1 26. 965. 000 45.8 


| 


! Includes 106,000 hundredweight in Missouri and 5,000 hundredweight in Tennessee. 


All of the rice of the 1954 crop which is being turned over to the Government 
was produced in the southern area. It is about certain that none of the California 
crop will be turned over to the Government because (1) California rice has a lower 
price support value than rice produced in the southern area, and (2) California is 
in closer proximity to Japan than is the southern area, therefore for these reasons 
California has been able to sell its entire exportable surplus to Japan. 

Prompted by the decline in rice-export business, and the accumulation of 1954 
crop rough rice in the price-support program, the Secretary of Agriculture pro- 
claimed the need for marketing quotas on the 1955 rice crop and reduced 1955 
rice acreage by 25 percent. Enactment by Congress of legislation designed to 
correct inequities increased the total number of acres allotted. The increase 
allotment is about 22 percent less than the 1954 planted acreage. Prospects are 
for a futher accumulation of rice under price support in 1955-56 and for a further 
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severe acreage restriction in 1956 unless the price-support program is amended to 
provide more competitiveness in United States export prices. 
' The USDA reported in House Document 100 two major alternatives to the 
present program that would serve to promote export markets for United States 
rice and maintain a high level of income for rice farmers. These alternatives are: 
1) A two-price system which would provide 90 percent of parity price support for 
rice sold in domestic and territorial markets and leave the exportable surplus free 
to move at competitive market prices; or (2) a lower support, about 65 percent of 
parity, for the entire rice crop. Either of these alternatives would provide 
greater income to farmers than would the present program, according to the 
USDA report (table 1, p. 28). 

It seems appropriate to comment here that there may be other alternatives to 
the two listed by the United States Department of Agriculture in House Tocu- 
ment 100 which would serve the pressing neecs of the rice industry, and while we 
are limiting our review of this subject to the proposals submitted by the USDA in 
House Document 100 in conformance with this committee’s invitation, we feel 
t desirable to state that the Rice Millers’ Association will support any sound 
price-support plan that will deter the economic disaster which is being thrust upon 
the rice industry by the present price-support program. 

The USDA’s report to Congress provides official and documented evidence that 
a two-price plan would be far more advantageous to the rice industry than the 
price-support plan in effect presently. 

The advantages of a two-price system for rice as taken verbatim from House 
Document 100 are: 

(1) “It would likely result in larger gross returns to producers than obtainable 
under either present legislation or under free market prices, without requiring 
Government subsidization” (p. 30). 

(2) “The gross returns to growers for total sales are shown under the two- 
price plan at $232.9 million, compared with $190.7 million for the 90-percent 
of paritv) support plan (which is in effect presently)’’ (p. 29). 

(3) “‘Two-price marketing would make it possible for producers to maintain 
exports at a relatively high level and thus avoid future drastic acreage reduction 
which otherwise may be necessary in years to come’’ (p. 30). 

(4) “It would restore to producers greater freedom of initiative in planning 
their operations in accordance with changing market conditions, without sacrificing 
the basic income protection awarded under present legislation’’ (p. 30). 

(5) “It would eliminate the need for large-scale Government storage and dis- 
posal operations associated with the operation of present programs’”’ (p. 30). 

According to the USDA report, the only disadvantages that may exist in a two- 
price plan for rice are: (1) Certain aspects of such a plan may be difficult to admin- 
ister; and (2) rice exporting countries in the Far East may be angered if United 
States rice export prices were freed of Government support. 

Facts presented in the report, however, indicate that neither of the alleged 
disadvantages has much validity. In regard to the allegation that a two-prite 
plan is too difficult to administer, if we believe that to be true we would believe 
that our Government employees are either stupid or lazy, or both. Certainly 
that is not true. We know that our Government administers many programs 
decidedly more complex and complicated than any of the proposed two-price 
plans. The International Wheat Agreement subsidy is one outstanding example, 
the income tax law is another. 

In regard to the allegation that the goodwill of rice-exporting countries in the 
Far East might be alienated, let’s examine some further facts as set forth in the 
official report. On page 26, the USDA report provides information most helpful in 
evaluating this point. It says, ‘‘The world rice trade of the prewar period was 
about 9 million metric tons, and by 1953 this had fallen to 4.6 million tons.” 
‘In international trade relationships some 88 percent of the total cereal import 
needs (of the Far East) were supplied by rice before the war. By 1953 the relative 
position of rice had fallen to 31 percent of total cereal imports.’’ On page 26 the 
report goes on to say that the buildup of surpluses of other cereals ‘‘is the primary 
reason for the lower levels of world rice prices,’’ and—observe this statement— 
“relative to total world rice trade, the increase in United States rice exports has 
been relatively unimportant.” 

Thus the report makes it obvious that the rice exporting countries of the Far 
Kast have far more to fear from other cereals, primarily wheat, which carries a 
large export’ subsidy, then from United States rice and it is difficult to believe that 
United States rice sold at competitive world prices but without a cash subsidy ean 
antagonize our foreign friends in view of the huge quantities of subsidized wheat 
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which are being shipped to traditional rice markets of the world apparentiy with 
little antagonism. 

Furthermore, House Document 100 states on page 26, United States exports of 
rice to Asia represented about 15 percent of 1953 imports, and 9 percent of 1954 
rice imports of that area. So when you consider that rice from all countries con- 
tributed only 31 percent of the cereal imports of Asia in these years, you will find 
that even in 1953 and 1954 when the United States was exporting unusual quanti- 
ties of rice to the Far East, United States rice shipments to Asia constituted only 
about 3 to 4 percent of the total cereal imports of Asia. Add to that the fact that 
United States rice production constitutes less than 2 percent of the world rice 
supply, and it becomes obvious that United States rice poses comparatively little 
threat to rice exporting countries of the Far East. 

It is also significant to point out that rice is of strategic importance as a food 
in the Far East, and with the political tension which exists in that area, it is in the 
national interest to maintain production of rice, the preferred food in the Far 
East, at a comparatively high level in this country. 

In conclusion, we are impelled to reassert that the present program, by forcing 
the entire rice industry to operate at a fraction of the capacity of its capital 
favilities, promises economic distress to rite farmers, rice warehousemen, rice 
drier operators, rice macines: and in fact, the entire economy of the highly special- 
ized United States Rice Belt. oats association earnestly recommends that the 
price-support program for rice be altered or amended in such a manner as to 
permit the industry to operate on an economic seale, whether that be done by a 
two-price system, or a system of export subsidies similar to that provi’ ‘ed for 
wheat, or a general adjustment of the price-support level for rice, or some other 
plan. 

We are deeply grateful to the committee for being accorded the privilege of 
presenting to it our views on this subject of vital importance to the domestic rice 
industry. We have endeavorel to be objective in our approach and helpful to 
the Committee in resolving this matter. 





STATEMENT FILED By Rex L. Kimprre., Prestpen’, Mississippi Rice 
MARKETING AssocrATION, CLEVELAND, Miss. 


My name is Rex L. Kimbriel. I am a rice farmer of Greenville, Miss., and | 
am also president of the Delta Rice Drier, a cooperative rice drier located at 
Greenville, Miss., and president of the Mississippi Rice Marketing Association 
with headquarters at Cleveland, Miss. 

I make this statement to you as an individual and as president of the, Missis- 
sippi Rice Marketing Association on bebalf of its rice-producer members. 

The Mississippi Rice Marketing Association operates in all of the rice producing 
areas in Mississippi. About 70 percent of the rice producers in Mississippi are 
members of this association and last year it handled approximately 75 percent of 
the rice produced in the State. 

The members of the Mississippi Rice Marketing Association are wholeheartedly 
in favor of a two-price method of price supports and marketing for our rice. 
We have studied and discussed this problem of rice price supports and marketing 
for many months and we can see no other solution or proposal that, over a long 
period, will give us an opportunity to continue to produce rice at an economical 
and stable level. 

The Mississippi rice-producing area is new and most of its intensive develop- 
ment has come within the last 5 years. We have large investments in land and 
land clearing, farming equipment, wells, and drying and storage facilities. Much 
of it is yet to be paid for. I think it is important to point out that the land used 
for rice in Mississippi is unfit for anything else, even for pasture or productive 
woodlands. 

As a result of the acreage controls on rice this year, Mississippi’s rice acreage 
has been reduced from about 84,000 acres to about 48,500 acres—a reduction of 
over 42 percent. If we should have to take another acreage cut of like propor- 
tions, our industry would be destroyed in Mississippi. 

At the same time we realize that we cannot, in fairness and good conscience, 
expect the United States Government to continue high supports for rice without 
trying to get the production into line with demand. The only way thisigan be 
done under present legislation is by stringent acreage controls and with more 
than half of the United States rice production for the past few years going to 
export markets we know that exports are the key to the problem. 
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The national acreage reduction for the 1955 rice crop was slightly less than 25 
percent but as applied to Mississippi it was more than 42 percent. What would 
happen to’ Mississippi’s rice acreage if we had another national reduction of similar 
size, or even 15 or 10 percent, is too discouraging to even talk about, 

If we are to maintain an economical and reasonable level of production we must 
hold some of our export markets. To hold those export markets, we must com- 
pete pricewise with other exporting countries of the world. 

In viewrof the fact that most of the farm production costs are maintained, either 
directly or indirectly at artificially high levels by various devices such as mininrum 
wage laws, controlled freight rates, controlled oil production, import restrictions 
on competitive products, etc., I do not believe it is fair to ask the rice farmer to 
assume these kinds of production costs and then to sell in an unprotected and 
unsupported market. 

At the same time, if we are to remain competitive in price in world export 
markets, we must either subsidize exports or develop a type of program which 
will give the producer some degree of protection and still allow him to produce, 
on a competitive basis, for the export market if he desires to do so. We believe 
that a two-price support program will give us as an industry and as individual 
producers the degree of protection we need and at the same time allow us an 
opportunity to compete in the world markets if we can do so economically. 

| understand that you are using the report of the Secretary of Agriculture to 
Congress on “a study of various two-price systems of price support and marketing 
which could be made applicable to rice’’ as a basis for your subcommittee hearings 
and study. I have never seen a more complete study of this subject than is con- 
tained in this report. 

I am not prepared to say definitely which of the proposals, made by the study 
group is the proper one. Apparently, all of them are workable. I would suggest 
that. administrative procedures should probably determine which would be most 
effective and-which could be most easily and efficiently administered. 

| think the analysis of this study, shown on pages 27—32 of House Document 100 
offer the most compelling arguments I have seen in support of a two-price pregram 
for rice. In table 1, is demonstrated that 90 percent support levels with an 
acreage cut of approximately 27 percent from 1954 acreage would give a total 
return to rice farmers of about $191 million. Under 75 percent of parity support 
levels and a cut, of about 12 percent, total returns would increase by a little over 
$1.6 million. Under a 65 percent of parity support level and no acreage controls, 
total returns are increased by $5.3 million to $196 million. Under a two-price 
system, total returns increase by $42.2 million to $232.9 million. 

| think one paragraph of this portion of the study summarizes very pointedly 
the advantages of a two-price system. This paragraph, quoted from page 30 of 
House Document 100 is as follows: 

“Theoretically, two-price marketing would make it possible for producers to 
maintain exports at a relatively high level and thus avoid future drastic acreage 
reductions which otherwise may be necessary in the years to come and producer 
compliance which would be enforced when marketing quotas were in effect. It 
would likely result in larger gross returns to producers than obtainable either 
under present legislation or under free market prices, without requiring govern- 
ment subsidization. It would restore to producers greater freedom of initiative in 
planning their operations in accordance with changing market conditions, without 
sacrificing the basic income protection accorded under present legislation; and it 
would eliminate the need for large-scale Government storage and disposal opera- 
tions associated with the operation of present programs.” 

I would not be fair to myself or to you in my very brief discussion of this subject 
if I did not point out that the study from which I quoted also points to disadvan- 
tages as a result of a two-price operation. 

Two principal disadvantages are pointed to. The first one is the complex 
administrative procedures which would be required to insure effective and efficient 
operation of the program. Iam sure that the operation of such a program would 
require complex administrative procedures. I do not, however, see that such 
administrative procedures would be any more complex or difficult than those of 
the program under which we presently operate. I do not need to tell you gentle- 
men of the Senate of the many problems that we havé run into just this year-in 
connection with trying to get acreage allotments straightened out and on a fair 
and equitable basis. These problems have already arisen and we have not even 
gotten inte the period of the year when we have the problem of enforcing com- 
pliance of acreage controls or enforcing compliance of marketing quotas which 
will come with the harvest of the crop. I would say that the objection from the 
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standpoint of administrative procedure is a valid one but it is not one which should 
cause abandonment of consideration of such a program because I do not believe 
that the administrative procedures would be nearly as difficult as might be antici- 
pated and I cannot see where they would be any more difficult than under the 
present program. 

The second principal objection raised in the study was that under the operation 
of a two-price plan market prices would be lower than they would be without 
price supports of any kind and that the United States might thus be considered 
as dumping into the world market. I am sorry that I cannot see the validity of 
this argument. In most of the years since 1940, if we had had a two-price pro- 
gram in operation the price of United States rice would have been affected at all 
by such a program since the world price has been substantially above even the 
90 percent level of support until this year. I do not see how the study group 
arrived at the conclusion that market prices under the two-price plan would 
necessarily be lower than with no support price at all. I can see where, under 
the operation of such a plan, export prices might possibly drop below domestic 
market prices, but even this should not be made as an assumption. It is only a 
possibility and would not have been true for most of the years since 1940. 

Neither do I see where competition in world markets could be considered as 
dumping. As I understand it, most of the governments of the world which 
export rice have price control programs with export prices either fixed or con- 
trolled by their governments. Under the program which we are proposing; we 
would not have Government fixed prices now would there be any particular 
inducement for a rice producer in the United States to produce rice for the export 
market, except that he could do on a competitive basis and make money by selling 
at the world market price. 

I think you will find that most rice authorities will tell you that United States 
rice usually commands a premium above that of any other country of the world 
in the export markets due to our superior quality and to trade practices such as 
careful grading, honest weights, etc., which give the buyer assurance that he is 
getting what he expected to get and what he has paid for. Under these condi- 
tions, I would efpect ®hat under any conditions, in the export market United~ 
States rice should bring a premium above those of other countries of the world 
and that in terms of hundredweights or tons, United States export prices for rice 
would still be above world prices, even though we were in position to sell and 
obtain and retain the market as a result of our superior quality. 

In conclusion, let me assure you that we, as rice producers, are very sincere 
and very earnest in seeking to work out this problem of rice price supports and 
marketing with you. I have given you my views and those of the great majority 
of the rice farmers in Mississippi. We shall be happy to work with you fm any 
way that we can in resolving this problem and if we can be of any assistanse to 
you or provide you with any information with respect to any of these items which 
we have discussed or any other facts with regard to rice marketing, we shall be 
happy to do so. 

I thank you for the privilege of making this statement to your committee. 


LovtstaNa State Rice Miuuiwne Co., Inec., 
Abbeville, La,, May 28, 1955. 
Hon. ALLEN J. ELLENDER, 
United States Senate, Washington, D. C. 


Dear Senator ELvenper: This acknowledges your letter of May 2, and we 
would like to go on record with the following opinion on the subject of the proposed 
two-price systems of price support and marketing for rice. 

First, we feel strongly that our international relations at this crucial time are, 
in the long run, more important to the entire rice industry than the price of rice 
or even the immediate prosperity of ricegrowers, millers or distributors; and we 
believe that. any two-price system will be interpreted by other countries as dump- 
ing and will jeopardize our international relations. 

Second, in our opinion, the rice farmers in the United States will be better off, 
in the long run, if support prices are reduced to a point that will enable us to 
participate competitively in the world rice market. The best of the ricegrowers 
in this country with our superior mechanization should be, and we believe are, 
capable of competing in the world rice market without Government support. 
Obviously, inefficient. producers and marginal lands that turn out poor crops 
would be first to be eliminated by lower price supports. This would plaee better 
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quality riee on the domestic market and, in our opinion, would stimulate our 
domestic per capita consumption. 

We recently participated in a panel discussion, including key farmers in the 
Welsh, La., area. As a result of that conference, 62 percent of those present 
favored a reduction in the price support and only 38 percent voted for any two- 
price system, All of them favored some change from the present plan. Our 
overall view is that as long as we keep the incentives for planting rice as high as 
they are under the present program inefficient farming will be encouraged. We 
favor a plan that places a premium on efficiency, and we agree with many of the 
better farmers in this area that we can successfully compete with our superior 
quality rice in the world market. 

Sincerely, 
Frank A. Gopcuavux, Jr., President. 


STATEMENT OF GEORGE B. BLAIR, GENERAL MANAGER, AMER- 
ICAN RICE GROWERS COOPERATIVE ASSOCIATION, LAKE 
CHARLES, LA. 


Senator JoHNnstTon. Will you please identify. yourself for the record? 
Mr. Buarr. I am George B. Blair, general manager of the American 
Rice Growers Cooperative Association, Lake Charles, La. I believe, 
Mr. Chairman, that identifies my connection, position, and location. 

Senator Jounston. We regret very much that you have caught us 
in so much of a rush today. We had a postal bill up yesterday and a 
Presidential veto message, and today, of course, we have the road 
program up and the Senate is now in session. And then I have 
another committee meeting on the Post Office and Civil Service. So 
it just shows how we are caught, and especially the chairman of this 
committee, in somewhat of a rush. 

Proceed, sir. 

Mr. Buair. Mr. Chairman, I certainly appreciate the rush for time 
that you and the other members of the committee face this morning. 

Senator JonnsTton. May I interrupt you there. We hate it very 
much. We realize that this is a very important matter we are trying 
to look into at the present time and trying to find out just what to 
do with such a big question, and we have been unable to get the best 
of minds to come up with a solution so far. So, just. what is the 
solution to the problem? 

Mr. Buarr. I wish I could answer that, sir. We have some sugges- 
tions and some comments on the problem that we have filed with the 
committee, and you have before you a rather comprehensive state- 
ment with reference to the situation we face and our recommendations 
as to possible solutions. 

In view of the time problem this morning, I certainly won’t attempt 
to read all of this statement. 

Senator Jounston. I want to say right there that all you want to 
put in the record will be inserted in the record, certainly, under the 
circumstances of the situation. 

Mr. Buarr. I appreciate that very much, and if this statement can 
be inserted in the record it will be fine. 

(The statement referred to is as follows:) 


STATEMENT FILED BY GEorGE B. BLarr, GENERAL MANAGER, AMERICAN RICE 
Growers CooprpRATIVE AssociATION, LAKE CHARLEs, La. 


Mr. Chairman and members of the committee, my name is George B. Blair. 
I am the general manager of the American Rice Growers C ooperative Associa- 
tion with headquarters in Lake Charles, La. We operate in the States of Texas 
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and Louisiana and our membership embraces about 25 percent of the total 
production in those 2 States. 

I appreciate the opportunity of appearing before you to discuss the critical 
situation which faces the rice industry. 

My purpose in appearing here is to lay before you the extremely critical prob- 
lem and the very difficult situation facing the United States rice industry at the 
present time and urge development of legislation which we hope and believe will 
alleviate some of our problems. 

With this presentation I would like to call your attention to the accompanying 
tables embracing statistical data concerning the United States rice industry. 
The information is prepared and complied by the Rice Millers’ Association from 
official United States Department of Agriculture and Department of Commerce 
statistics and other official Government sources. 

Knowing that you are busy men I will not go into detail on all of the figures 
which are presented in the tables. The tables are numbered 1, 2, 3, and 4. 
[If you will refer to table 1, I will call your attention to some very pertinent 
information which is revealed in this table. 


ACREAGE AND PRODUCTION OF ROUGH RICE IN THE UNITED STATES 


You will note that table 1 refers to the acreage and production of rough rice 
in the United States for the period 1935 through 1954. In order to give a clearer 
picture of the situation, we have broken this period of years down into four 
parts. The first part covers the 6 years prior to World War II; the second 
part, the 5 years during World War II; and the third part, the 5 years immedi- 
ately following World War II; and the fourth part the 4 vears just ended. Since 
the figures for any 1 year might be distorted by economic or natural conditions, 
we have taken an average for these periods as being more representative. 

I would call your attention to the acreage planted to rice during the period 
prior to World War II. The average for that 6-year period was 1,018,000 acres. 
The acreage planted to riee has steadily increased until, during the 4 years imme- 
diately past, the average acres planted to rice in the United States was 2,157,500 
acres. You will note from these figures that the acreage has just a little more 
than doubled from the pre-World War II period to the present. 

Also, during this period, you will note the increase in produetion of rough rice 
from 22,777,000 hundredweight in the 6 years prior to World War II to an average 
production of 50,981,000 hundredweight during the past 4 years. You will note 
that there has been a g-eater inerease in production than in acreage. While the 
average acreage planted to rice during the past 4 years is 112 percent greater than 
the average planted acres for the 6 years preceding World War II, the production 
of rough rice for the past 4 years has been 124 pereent greater than the production 
for the 6 years preceding Worid War II. This simply indicates that the average 
increase in production of rice has been 12 pereent greater than the average increase 
in acreage of rice, or to put it in other words, that the rice producer in the United 
States is doing a much better and more efficient job of rice production than he was 
15 or 20 vears ago. 

I would call your attention to the fact that the increase in rice production in 
the United States has been steady. During World War II rice production 
increased 26 percent over the 6 years immediately prior to World War II. For 
the 5 years immediately after World War II, rice production in the United States 
increased 29 percent over the 5 years covered by World War II and during the 
past 3 years rice production has increased 38 percent over the 5-year period 
1946 to 1950. 

We feel that Government owns a large part of the responsibility for this great 
increase in acreage and production of rice in the United States, much of it accom- 
plished under very extreme wartime restrictions and conditions with shortages of 
equipment, material, fertilizers and all the other items needed for agricultural 
production. During World War II the farmers of the United States were told 
that “food would win the war.”’ So, from the period 1941 through 1945, despite 
the terrific difficulties faced, American rice producers increased their production 
by 26 percent. After the close of World War II came the police action, or the 
Korean incident, and again we found rice to be one of the most strategic items 
that was needed in that area. 

We would point out to you that during World War II the rice industry was 
required by Government decree to set aside for Government use from 40 to 80 
percent of the rice milled. Distribution to the civilian population in normal 
markets of the rice industry was entirely disrupted and the farmer went all-out 
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in-an effort to meet the added demands placed_on the rice. industry by the great 
need of the Department of Defense and other Government agencies for rice. He 
did a good job and, despite difficulties which were put upon him, he increased his 
production very materially. 

We would call your attention to the fact that rice was one of the last commodities 
to be released from price controls after the end of World War II. Moreover, 
rice was of such strategie importance to United States Government policy that it 
was only about 18 months ago that rice was removed from export controls. 

Today, however, we find ourselves faced with acreage controls reducing our 
acreage 25 percent and with marketing quotas imposed on rice production. 

We, in the industry, face an extremely critical situation. It is one that we 
have made efforts to solve and are continuing to try to solve. We do not believe, 
however, that we can reach the solution by ourselves. We need your assistance. 
You have had tremendous experience and have resources available that we do 
not have. We want to work together with you in trying to overcome some of 
the problems that face us and as I shall outline them in discussing the other 
tabulations which have been provided for you. 


DISTRIBUTION OF RICE MILLED IN THE UNITED STATES 


I would now call your attention to table 2 which deals with the distribution of 
milled rice for the period 1935-36 through 1953-54. . 

This table is broken down by the same grouping of years as was table 1, that is, 
the 6 years prior to World War II, the 5-year period during World War II, the 
immediate postwar years covering a 5-year period, and the 3 years ending in 1954. 
We have not included the year 1954-55 because that marketing year is not yet 
complete and we do not have the final figures for that year. 

In this table we have attempted to show where the rice milled in the United 
States was distributed and have broken down the distribution into disappearance 
within the continental United States, shipments to Territories, and exports, which 
includes all countries other than the United States and its Territories. 

Again we have used averages for a number of years in an attempt to be more 
accurate and more representative. Without going into details on all of the figures, 
and since the trend has been fairly stable, let me refer you to the 6 years prior to 
World War II as compared with the immediately past 3 years of 1951-52 to 
1953-54. You will note that the average disappearance of rice within the United 
States for human consumption and industrial uses has increased from 7,393,000 
hundredweight of milled rice to 9,565,600 hundredweight of milled rice over this 
period of years. The percent of the United States rice production which has gone 
for this purpose, however, has decreased from 57 percent prior to World War IT 
to 32 percent for the period just ending. The per capita consumption of rice in 
the United States has remained steady or has increased slightly. The figures 
indicate a per capita consumption of 5.88 pounds for the 6-year period prior to 
World War II as compared with a per capita consumption of 6.4 pounds for the 
period ending with the year 1954. 

Shipments to Territories for the two periods have remained steady or shown 
slight increase. The average for the 6 years prior to World War II was 3,260,000 
hundredweight of milled rice. For the 3 years just ended the average for ship- 
ments to Territories was 3,535,600 hundredweight. Again we would call your 
attention to the fact that the percentage of rice milled in the United States which 
has been shipped to Territories has decreased from 25.2 percent for the period prior 
to World War II to 12 percent for the 3-year period just ended. 

In the third column is the export figure on rice milled in the United States. 
This column reveals that the average exports for the 6-year period to World War 
II was 2,281,400 hundredweight of rough rice as compared with an average for the 
past 3 years of 16,475,500 hundredweight. In terms of percentage, you will note 
that our exports have increased from the 6-year period prior to World War II 
representing 17.6 percent of the rice milled in the United States to the period of 
the 3 years just ended when 55.7 percent of the rice produced in the United States 
— exported. The trend has been that of a steady increase from 1935 through 

54. 

I think you begin to realize now the tremendous impact which a loss of export 
markets can have on the United States rice industry with well over one-half of 
our United States rice production going to export markets. The United States 
rice industry is a highly mechanized one and has tremendous investments in pro- 
duction facilities. The rice farmer must have an investment of from $100 to $150 
of equipment for each acre of rice farmed. To reduce his acreage to the point 
where we are supplying only a domestic market will double his costs for deprecia- 
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tion and greatly increase other expenses connected with this tremendous invest- 
ment. The per acre cost of production of rice runs from $90 to $100 por acre. 
To cut the amount of acreage which a producer can farm back to the point where 
he is supplying only the domestic market means a reduction of about one-half in 
his acreage and a consequent great increase in his per acre cost of productic 

Not only is the rice farmer involved in this picture but, since the war, we have 
gone to combine methods of harvesting and artificial drying and bulk storage of 
rice. There are tremendous investments in drying and storage facilities as a means 
of moving a highly perishable crop which must move from the farm to the drier 
on the day it is harvested if it is not to deteriorate. 

Again, I do not need to tell you gentlemen that is not the whole story. The 
merchant, the banker, the implement dealer, the gas and oil distributor, the public 
transportation system, and many other segments of our economy in the rice pro- 
ducing areas of the United States are vitally or totally dependent on rice produc- 
tion. To reduce rice production to the point where we are supplying only our do- 
mestic market, or in other words, to cut our production in half means that we have 
cut in half the incomes from rice of all these other industries and service institu- 
tions with a consequent increase in their cost of operation and a reduction in the 
income of every individual in the community. 


EXPORTS OF RICE BY COUNTRY OF DESTINATION 


I would eall your attention to table 3 which deals with the exports of milled 
rice from the United States by country of destination for the period 1949 through 
1954 and average exports for the 5-vear marketing period ending July 31, 1954. 
We have broken this table down into the same grouping of countries normally 
used by the United States Department of Agriculture in tabulating rice exports 
from the United States. Again, without going into all of the details of these 
figures and, for purposes of more accuracy, using the average for the past 5 years, 
you will note that the Western Hemisphere has taken 6,121,000 hundredweight of 
milled rice from the United States during this period. This represents 44.6 percent 
of the total exports from the United States. Exports to Europe have accounted 
for a little less than 3 percent of our exports, shipments to the Middle East have 
accounted for a little less than 1 percent of our exports, and shipments to other 
areas of the world, excluding the Far East, have accounted for less than one-half 
of 1 percent of our exports. Shipments to the Far East over the past 5 vears have 
accounted for 51 percent of the total exports of milled rice from the United States. 

Again, with reference to the Western Hemisphere, you will note that the large 
purchaser of United States rice has been Cuba. While exports of rice from the 
United States to the Western Hemisphere have accounted for 44.6 percent of our 
total exports of rice, Cuba has accounted for 40.4 percent of the total exports, 
leaving only a 4.2 percent of the total exports for the other countries of the 
Western Hemisphere. This means then, that the principal purchasers of rice 
which is exported from the United States are Cuba in the Western Hemisphere 
and the countries of the Far East. 

Of course, these figures on exports of milled rice from the United States include 
all rice milled in the United States. I think you will find that, of the total exports 
from the United States, approximately 75 percent represents medium- and long- 
grain varieties produced primarily in the four Southern rice-producing States of 
Texas, Louisiana, Arkansas, and Mississippi. 

The United States rice industry cannot afford to lose any substantial part of 
these export markets if it is to remain a stable and healthy industry. We need 
vour assistance. There are forces over which we have no control, including price 
considerations, which are helping to eliminate some of our export markets. 


ESTIMATED SUPPLY AND DISTRIBUTION—1955 RICE CROP 


I refer you to table 4 which is a projection of the estimated supply and distribu- 
tion of rice from the 1955 crop on the basis of average yields and under the acreage 
allotments as have been announced by the Secretary of Agriculture. 

I would call your attention to the fact that Commodity Credit Corporation 
acquired some 3 million hundredweight of rough rice for the crop year ending 
with July 31, 1954, and that acreage allotments were announced by the Secretary 
in December of 1954 on the 1955 crop. 

Using the average field yield for the past 3 years of 2,455 pounds per acre of 
rough rice and the acreage allotment of 1,927,734 acres for the 1955 crop, we can 
normally expect to harvest 47,325,870 hundredweight of rough rice from the crop 
planted in the spring of 1955. From this we deduct the rough rice which will be 
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retained for seeding of the 1956 crop of approximately 1,927,000 hundredweight 
and the expected export of some 750,000 hundredweight of rough rice (part of 
which will be seed rice going to the southern part of the Western Hemisphere and 
part of which will be rough rice which is exported to Canada for milling) and we 
have a remaining supply of 1955 crop rough rice for domestic milling of 44,648,870 
hundredweight. 

Based on historical performance and being, perhaps, a little liberal in order 
not to-overstate our problem, we can expect the distribution of this rice to take 
somewhat the pattern indicated in table 4. That is, within the continental 
United States and its Territories we will distribute some 23,500,000 hundred- 
weight of rough rice or the milled rice equivalent which amounts to some 16 
million hundredweight. You will note by reference to table 2, showing the dis- 
appearance of milled rice in the United States and shipments to Territories, that 
this is a greater amount than the average for the past 3 years but, as I said, we 
are trying to be on the liberal side so as not to overstate the extreme criticalness 
of the situation which we face. We can expect to export to the Western Hemi- 
sphere, in terms of rough rice, some 7,720,000 hundredweight, to Europe 735,000 
hundredweight, to the Middle East 220,000 hundredweight, and to Liberia and 
other areas 147,000 hundredweight, This gives us a total distribution in terms 
of rough rice to our traditional markets of 32,322,000 hundredweight of rough 
rice or the milled equivalent of 22 million of milled rice, 

If you compare the figure of 5,250,000 hundredweight of milled rice expected 
to be exported to the Western Hemisphere with the average for the past 5 years 
as shown in table 3 you will note that it is somewhat smaller. This is due to the 
fact that Cuba, which has averaged taking 5,535,000 hundredweight of milled 
rice over the past 5 vears, has been gradually reducing the amount which she takes 
from the United States. At the end of April 1955, she had taken less than 3 
million hundredweight of milled rice and it is not expected that she will take as 
much rice from the United States as she did for the marketing year ending July 31, 
1954. 

You will note from table 4 that this leaves an estimated excess of 1955 crop rice 
for sale to nontraditional markets or as a carryover surplus, whichever the case 
may be, of 12,326,870 hundredweight of rough rice. Again, based on the a-erage 
field yields for the past 3 years, this represents the production from 502,113 
acres or 26.05 percent of the 1955 acreage allotment. We should also remember 
that the 1955 acreage allotment represnts a reduction of 24.7 percent from the 
i954 plantings. This reduction has already been put into effect by the acreage 
allotments announced by the Secretary of Agriculture for the 1955 crop year. 

I hope these figures will lay before you, as clearly as we are able to do, 
the extreme criticalness of the situation which faces the United States rice industry. 
The problem is one of which we are thoroughly aware and it is one on which we are 
‘xerting our utmost efforts to reach a solution but, as I stated before, there are 
forces at work over which we have no control and with which we need your 
assistance, 

I have already pointed out to you our feelings as to the part which the United 
States Government has played in arriving at the situation which we face—that is, 
their urgings for additional rice production during the period of World War II 
and, following the period of Worid War II, during the Korean crisis when the 
Government placed export allocations into effect in order that the Department 
of Defense and other agencies might have the supplies which they needed and in 
order that the traditional markets might receive their proper proportion of rice 
from the United States. 

The United States rice industry cannot afford to be placed in the position of a 
residual supplier. Not only can it not afford to be placed in this position from the 
standpoint of the industry but, we believe, it is to the best interests of the United 
States to maintain a stable industry. In view of the extremely critical situation 
in the Far East and with rice being the food item which is in demand and which 
would be extremely critical in event of an action similar to that which developed 
out of the Korean situation, we believe it is to the best interest of the United 
States Government. with respect to its foreign commitments, its foreign economic 
policy, and its defense activities, to keep a healthy stable producing machine in 
the United States rice industry. 

The rice industry is aware of the fact that it must continue its efforts to expand 
consumption of rice in the United States. Pice producers in the States of Texas 
and Arkansas are, at the present time, spending almost a half million dollars a 
year in an effort to increase rice consumption in the United States. Mississippi 
and Louisiana are planning promotion organizations and campaigns. They are 
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not advertising brands of rice, they are simply making an all-out effort to increase 
rice consumption. The millers and brand advertisers are spending millions of 
dollars a year in an effort to promote and increase the consumption of rice: 

The rice industry has been aware of our situation for some time and in 1953, 
the month of November, the Rice Industry Advisory Committee appointed by the 
Secretary of Agriculture, strongly and urgently recommended the itposition of 
acreage controls on the 1954 crop in order to prevent our reaching a surplus 
situation such as we face today. Again in December of that year the Advisory 
Committee repeated its urgings that acreage controls be imposed on rice produc- 
tion. The Department of Agriculture did not see fit to impose such controls. 

As a result, in addition to the approximately 3 million bundredweight of rough 
rice acquired from the 1953-54 crop, Commodity Credit Corporation, as of take- 
over date in 1955, acquired approximately 25 million hundredweight of rough 
rice from the 1954-55 crop making a total of some 28 million hundredweicht 
which Commodity Credit Corporation has acquired. If our projection of the 
marketing situation as outlined in table 4 is true, Commodity Credit Corporation 
can expe*t to acquire over 12 million hundredweight of rough rice from the 1955—56 
crop of rice, making a total acquisition as of the end of the marketing year for 
1956 of some 40 million hundredweight of rough rice or almost a full year’s 
supply. That illustrates to you how rapidly the situation has changed. Again, 
I would emphasize that the industry, including both producers, processors and 
millers, have been aware of this situation for quite some time and_ have. been 
and are making every effort that they can to overcome the difficulties‘we face 

Now, if I may make some remarks concerning present price-support operations 
and the so-called two-price approach to supports and marketing for rice, I will 
try to keep them fairly brief. 

I was advised that the basis for the hearings before your committee on two- 
price systems of price support and marketing for rice would be the study by the 
Department of Agriculture which was reported to the Congress on March 1 of 
this year. 

First, I want te say that this study is one of the most thorough and objective 
studies that it has been my pleasure to see. I think it covers the subject well. 

I have a very personal objection to the designation as a two-price system of 
the various programs which have been discussed in connection with rice. When 
I think of a two-price system of marketing, I am thinking about a fixed domestic 
price and a subsidized export price. I think this is the picture most of us see 
when that title is applied. Actually, I think “domestic price-support program” 
would more accurately describe what we are talking about. I will continue to 
use the two-price designation for simplicity but, I hope, with all of us having a 
clear understanding of its meaning. I have heard very few suggestions to the 
effect that the solution to our problems in the rice industry will be Govermment 
subsidization of the rice which is exported. 

All of our planning and discussions have centered around some method whereby 
the rice producer in the United States can retain some measure of price support 
for the rice which goes into our primary markets and yet be allowed to produce, 
if he can do so economically, for other export markets where price is one of the 
controlling factors. 

I believe, because of the peculiarities of the demand for rice and its heavy 
dependence on export markets, that a support level at 90 percent of parity with 
rigid controls cannot solve our problems. If we are priced out of our export 
markets, we have lost an outlet for a very large portion of our crop. The loss is 
not a gradual one. It is sudden and abrupt. We cannot bring our supplies in 
line with demand by a gradual reduction of acreage except that such acreage be 
reduced below the domestic demand until the stocks in the hands of Commodity 
Credit Corporation have been used up. With more than half of the rice produced 
in the United States going into export markets and with the stocks in the hands 
of Commodity Credit Corporation and anticipated to be in CCC hands, a reduc- 
tion of such proportion as would stop additions to those stocks and gradually 
reduce them would be so severe as to be intolerable to the rice producers. 

For the same reasons, a program of-price supports under the flexitile support 
program would have to achieve its results by similar reductions. The aim and 
objective of this type of support program is also to bring supplies in line with 
demand so that the market price approximates 90 percent of parity. It merely 
adds the impetus of lower support prices to the acreage control and marketing 
quota program to bring about a faster reduction of supplies to the point that 
acreage controls and marketing quotas can be done away with and the market prices 
will approach the 90 percent of parity support level. Really, such an approach 
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is not a very flexible one. It is flexible only to the extent that the Secretary of 
Agriculture has the discretion to make an adjustment once each year. Actually, 
when we are in trouble, the remedy lags just one year behind the trouble. The 
reduction of support levels occurs after we have lost our markets and accumulated 
surpluses and are in real distress rather than ‘‘flexing’’ to meet the changing 
conditions of the market. 

It has seemed to many of us who have been working with and studying the 
so-called two-price method of price support and marketing that this is the most 
nearly feasible plan of supporting producer prices at a reasonable level of parity, 
and yet giving the producer as much freedom and flexibility in his operations as 
possible with little cost and risk to the United States Government, as any we 
have had the privilege of working with. As we envision such a program, the 
producer would have substantially greater benefits than he has under the present 
program and substantially the same benefits as he would have under a rigid 
support program. In addition, he would have an opportunity, if he so desires, 
to produce additional amounts of rice with the only requirement being that they 
must be moved into export markets and the only penalty being that they would 
not be eligible for price supports. Thus, if an individual producer wanted to 
produce beyond his domestic allotment, he would do so at his own risk and there 
would be no obligation of any Government agency to take care of him if he got 
into trouble. 

All of the members of the committee have seen House Document 100 and, I am 
sure, have made a study of it. The facts and arguments, pro and con, are well 
presented and I see no need for me to repeat them. I do say that I think the study 
is one of the best documented arguments for such a method of price support and 
marketing that I have seen. 

Table I of the study, on page 28, gives a very good illustration of the reasons 
that a two-price program of rice marketing is so attractive when it points out 
that under a 90 percent price-support program the total returns to rice producers 
would be $190.7 million, with acreage controls accounting for a reduetion in 
acreage of about 26 percent under the 1954 acreage. Under a 75 percent price 
support program with acreage controls of about 12 percent below 1954, the total 
return to rice producers would be increased $1.6 million to $192.3 million. With 
prices supported at 65 percent of parity and no acreage controls the total return 
to producers would be increased by $5.3 million to $196 million. Under a two-price 
system, total returns to producers would amount to $232.9 million, an inerease of 
$42.2 million over returns under the 90 percent program and an increase of $30.6 
million over a 75 percent level of supports which is the lowest that price supports 
will drop under the flexible support program now in effect. 

I realize that these figureseare based on the levels of parity support and price 
indexes at the time the study was made. I believe, however, that the general 
relationship between the four types of support programs would remain ‘fairly 
stable and that we could expect the relative differences between the various 
programs to remain substantially the same. . 

This table, if analyzed, also points up the difficulty of trying to solve our 
problems by lowering the parity support rate on total production to a fixed level 
less than it is at present. . 

I have already mentioned that under the flexible approach the cure lags 1 year 
behind the illness. Even if we could anticipate a situation and lower it enough to 
prevent CCC acquisition of stecks, it would remain effective only so long as 
export prices were above the fixed level. If I had the job of marketing rice fer a 
foreign government and knew that I could take the market at a certain price 
because my competitor could not go below a certain level, I would do just exactly 
that. I think that is what would happen; too. 

Table I indicates that if producers were willing to take 75 percent of parity 
supports they could expect increased acreage of 350,000 acres and a $1.6 million 
increase in grossincome. That figures out at 0.84-percent inerease in gross income 
on a 20.3-percent increase in acres. In terms of dollars and cents to the individual 
farmer it means about $17.92 less gross income per acre for his 120.3 acres of 
allotment. For the farmer with 100 acres of rice, it means he can plant 20.3 
additional acres and his total gross income will be about $87 more than if he 
planted 100 acres at 90-percent support level. 

At 65 percent of parity support level, according to table I, gross ineome to 
farmers would increase by $5.3 million or 2.78 percent and they could expect an 
acreage ‘increasé of "632,000 acres or about 36.59 percent. For the individual 
farmer it would mean about $27.49 less gross returns per acre if he planted 36.6 
additional acres. For the farmer with 100 acres of rice, it means he can plant 
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36.6 additional acres and his total gross income from the 136.6 acres would be 
about $288 more than if he planted only 100 acres at 90 percent of parity. 

Under the two-price system, according to table I, gross income to farmers would 
increase by $42.2 million or 22.13 percent and they could expect increased acreage 
of 632,000 or about 36.59 percent. For the individual farmer it would mean 
about $11.78 less gross income per acre if he planted an additional 36.6 acres. 
For the farmer with 100 acres of rice it means his total gross income from the 
136.6 acres would be about $2,434 more than if he planted only 100 acres at 90 
percent of parity support. 

On page 30, the study committee had put into one paragraph most of the advan- 
tages of such a price-support program. They point out that two-price marketing 
would make it possible for producers to maintain exports at a relatively high level, 
avoid futvre drastic acreage reductions, result in larger gross returns to producers 
than obtainable under present legislation or at free market prices, require no 
Government subsidization, restore to producers greater freedom of initiative in 
planning operations in accordance with changing market conditions without 
sacrificing basic income protection afforded under present legislation, and eliminate 
the need for large-scale Government storage and disposal operations associated 
with the present programs. It seems to me that these are very powerful argu- 
ments for very serious consideration von are giving to such a proposal. 

Under present lezislation, when CCC acquires stocks that must he disposed of 
whether under section 416 of the Agricultural Act of 1949, under title I of Public 
Law 480, title II of Public Law 480, or by other means which do not interfere with 
domestic markets, we have substantially the same type of program in operation 
as we would have under the proposed two-price support and marketing program. 

If we could count on this solution to relieve our problems on a long-time basis, 
maybe we sould suggest no changes. Unfortunately, present levislatien does 
not provide this emergency ation as a rermarent solution nor do I think Congress 
will, or should, enact lezislation to make it permanent. 

If the producers are willing to axcevt their rart of the burden of Cisvosal of 
such stocks in return for a long-time stable avproach to the problem of rice price 
supports and marketing, I think they are to be commended and that the program 
is worth trying. 

The members—and I mean the actual producers—of American Rice Growers 
Cooperative Association have studiel this problem for 2 years and are whcle- 
heartedly in favor of legislation favoring such a program as we are Cis®ussing. 

The study also points out two major disadvantazes to a system of two-price 
marketing for rice. The first Cisaivantaze is the complex administrative pro- 
cedures which would be requirel for such a program. I am sure that such a 
program would require fairly complex administrative procedures. Such a state- 
ment would certainly be true with respect to the program under which we are 
operating at the present time, and I do not see where the administrative pro- 
cedures for a two-price marketing program would be any more complex than 
un“’er the present program and they should be much simpler than those which 
row go with atreazve allotments, marketing quotas, enforcement of acreage allot- 
ments, enforcement of marketing quotas and collection of penalties, grating and 
storave and purchase uncer present price support operations by Commodity 
Cre‘tit Corporation and disposition of stocks when prices fall below support 
levels. Even though the administrative procedures under a two-price marketing 
system might be called complex, it seems to me that they would be much less 
complex than those under which we now onrerate. 

The second disalvantage cited is that the operation of such a program ‘would 
probably “be regaréed in export trate as a Government dumping program.” 
This is an assumption. I cannot see the valicity of this objection. In most of 
the years since the price support program has been in effect, if we had had such 
a program in operation the price of United States rice would have been high enough 
that the export price would have been above the domestically supported portion 
even with this portion supported at 90 percent of parity. Also, in view of the 
fact that we have been actually subsidizing export of other agricultural com- 
modities, including wheat outsi¢e of the International Wheat Agreement, other 
grains, fats, and oils, ete., it seems to me that such an argument has inherent 
weaknesses. Fspecially is this true with respect to other rice-exporting nations 
of the world: (almost all of whom have government controlled rice-export  pro- 
grams, incidentally) when we consider the fact that the United States produces 
less than 2 percent of the rice in the world and that all rice exporting countries of 
the world have lost large portions of their markets to other cereals, particularly 
subsidized wheat. 
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We normally think of this export subsidy as about 73 cents per bushel of wheat 
In terms of hundredweights of flour to get it in comparable form and units to 
rice, it amounts to $2.35 per hundredweight. Add this to the approximately 
$4.98 of support value on enough wheat to make 100 pounds of flour and we find 
a Government support and subsidy investment of about $7.33 per hundredweight 
of flour. 

In actual practice, however, the effect is to deduct the $2.35 subsidy from the 
$4.98 of support value to meet competition. 

This is a very rough approximation of the situation but it begins to show why 
unsubsidized rice has lost 57 percent of its prewar markets to other cereals, 
particularly wheat, and why our competitive situation, pricewise, is so difficult 
to meet. 

With respect to the specific proposals for a two-price marketing program, it 
seems to me that two of the suggested methods have characteristics and apparent 
ease of operation which place them far ahead of any of the others proposed. These 
are the ‘‘fixed value marketing certificate” plan and the “market value certificate”’ 
plan. I am not sure which of them I would recommend. I would suggest that 
they seem to have about equal merit as far 2s accomplishing the desired result is 
concerned and that particular study should be given to them from the standpoint 
of administrative feasibility and their constitutionality. 
of them have merit. 

Thank you for the opportunity of appearing before you to present the views of 
the rice producers who are members of the organization I am associated with. 


I believe either or both 


TABLE 1.—Acreage and production of rough rice in the United States, 1935-5 
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Distribution of United States milled rice, 1935-86 through 1958-64 ' 
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TaBLE 3.—Exports of milled rice from the United States by country of destination 


[In units of 100 pounds] 
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TaBLe 4.—Estimated supply and distribution of 1955 crop rice under acreage allot- 
ments announced by Secretary of Agriculture 


{Units of 100 pounds] 
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Expected exports to traditional markets: | 
Western Hemisphere a ound patient nhiticcontaeet 7, 720, 000 5, 250, 000 
Europe By ‘ 735, 000 500, 000 
Middle East eee enhiaain . ila rn 220, 000 | 150, 000 
Liberia and other areas panic cata oa 147, 000 | 100, 000 
Total exports , : ‘ey ‘ 8, 822, 000 | 6, 000, 000 
Indicated distribution to traditional markets | $2,322, 000 | 22, 000, 000 
Estimated excess of 1955 crop for sale to nontraditional markets or for carry- | 
ovel eal ase oa kel 12, 326, 870 | 8, 388, 435 
For 1955 crop only. Does not include stocks from previous crops in hands of either industry or Govy- 


ernment 
The estimated excess of the 1955 crop for sale to nontraditional markets represents 502,113 acres or 26.05 
percent of the 1955 acreage allotments, at average yields of 2,455 pounds per acre. 


Source: Compiled by the Rice Millers’ Association. 


Mr. Buarr. Just to cover very briefly some points that are involved 
here, we, as the statement will show and as the tables attached will 
show, have had a steady increase in rice acreage since 1935, Often 
we hear reference made to the fact that high 90 percent of parity sup- 
ports have been the cause of the tre smendous increase in production in 
the last few years, particularly. It certainly had its effect as a sort of 
insurance, but there has been a substantial increase from prewar— 
during the Second World War there was about a 43 percent increase 
in the acreage of rice in the United States. 

I think, more than the 90 percent of support which was involved, 
in the last 2 years there were two other factors which contributed to 
the problem we face; one is the increase in production per acre every 
year, and the other big factor, in my opinion, is the fact that we had 
cotton acreage controls without any close compliance requirements 
and, therefore, the crop with high supports and no acreage require- 
ments was substituted resulting in a big production of rice in some of 
those States which were cut back on their cotton. 

Senator Jonnston. Well the truth of the matter is we were just a 
little slow in putting on controls along all of those lines. 

Mr. Buair. We certainly were, and I think we would not be in the 
trouble we are in now if we had put on the controls and announced 
them in 1953 on the 1954 crop when we had about a 12 percent increase 
in acreage. 

Without going into details on the statement and the tables, I would 
point out that ‘of our increased production, the distribution in the 
United States for food consumption has on a per capita basis re- 
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mained about the same or increased a little bit—the percentage of 
our production for domestic consumption has decreased from 57 to 
32 percent while our shipment to the Territories has held up, but in 
terms of percentage they have decreased from 25 to 12 percent. Our 
exports have increased from about 18 percent to about 57 or 58 percent 
on the basis of the average over a 2- or 3-year period. 

[ might also point out that of our exports from the United States, 
as shown in table 2, we have two substantial outlets. One of these is 
Cuba, which over the past 5 years has taken about 40.4 percent of 
our exports; the other is to the Far East, which has taken about 21 
percent. 

Another thing that particulariy concerns us is, in view of the 
fact that we have had this year an acreage cut of approximately 23 
percent, as table 4 will indicate on the basis of av erage production and 
the basis of the acreage allotment this year, and being liberal in what 
we think we will consume and export, we face another accumula- 
tion from this year’s crop which is now in the ground and which will 
be harvested this fall of production from about a little over 500,000 
acres, which means about 26 percent of this year’s production, that 
if we face an acreage cut this year again on top of ‘the 23 percent we 
have taken this past year the rice industry is going to be in desperate 
straits. We think sometimes that wheat has taken a pretty substantial 
cut—22 or 23 percent—and cotton, | believe, 27 or 28 percent—l 
don’t know the exact figures—but we are facing the possible prospect 
of at least 50 percent and maybe that is not the end of it as things 
stack up. 

Senator ANDERSON. What will be the total cuts as compared with 
the prewar acreage? 

Mr. Buarr. I don’t have the figures in terms of percentage, sir, 
‘The average acreage before the war, 1935 to 1940, was about 1,018,000 
acres, and a 50-percent cut would bring it back just about to that 
figure—bring us back about to the prewar figure of 1935 to 1939 
average of acreage. 

Senator AnpERSON. Is not that about what wheat is doing? That 
is, a little less than the prewar acreage? 

Mr. Buarr. I am not familiar enough with the wheat problem, sir; 
to say 
Senator ANDERSON (interposing). Well then, put it as to cotton. 

Mr. Buair. As I understand it they are getting back pretty close 
to the acreage or the production of prewar. I believe the production 
may be a little more, but, as I say, 1 worry with rice and I am not 
familiar particularly with either wheat or cotton. 

Senator ANDERSON. But you do recognize that this extension had 
not a possibility of being sustained; there was no market except for 
an extraordinary market which existed for a few years during the war? 

Mr. Buarir. Well I would agree that the market developed during 
that period, but table 1 covers a period of the last 20 years and not 
just the last few years 

Senator ANDERSON (interposing). Well 20 years ago the production 
was 17,753,000 hundredweight and last year it was 58,853,000 
hundredweight. Would you say that normal production got it that 
way? 

Mr. Buatr. Well, not knowing what is normal and what is not 
normal, we would certainly appreciate the fact it was a large increase. 
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But we had that problem during the war—of course, it was an ab- 
normal situation—of increasing production. We had a substantial 
part of our production—40 to 60 percent-—requisitioned by the De- 
partment of Defense, and even after the war—it is only 18 months ago 
that export controls went off of rice—it was also one of the last com- 
modities on which price controls went off. Regardless of whether it 
was normal or not, and realizing that the people who did it did it of 
their own volition, we have had the increase and the people who are 
the producers have their own money tied up in it. Some of them, even 
though we say it has been abnormal, have been in this business for 
15 or 20 years. 

Senator ANDERSON. Now, really, all they have to do is come back 
to about what the market will take. There is no possibility of the 
market taking any 59 million hundredweight, is there? 

Mr. Buarr. We would be hopeful that if we can stay in the export 
market there is a demand for United States rice in about that 
quantity —— 

Senator ANDERSON (interposing). Would you tell me where? Let 
us start with the domestic market. What has the domestic market 
been doing? 

Mr. Buiair. Let’s see—I believe our average—this is mill rice of 
9,500,000-—that is about 15 or 16 million of rough rice within the 
United States—another 3,500,000 which will be about 5 million— 
19 or 20 million within the United States in shipments to Territories 
which leaves a substantial part, as I said a while ago, of 57 or 58 per- 
cent on an average on the export market. Cuba has taken on the 
average —— 

Senator ANDERSON (interposing). I was talking about the figures 
on the domestic market. You were trying to get up a market for 
59 million hundredweight. I do not see how in the world you can 
possibly do it. 

Mr. Buarr. You can’t do it on the domestic market. Approxi- 
mately half of our market is for breweries, food, and certain secondary 
outlets. 

Senator ANDERSON. It has never been 30 million hundredweight in 
the history of the country. 

Mr. Buair. Thirty million hundredweight would be about 21 mil- 
lion hundredweight of mill rice, and we have sold substantial quanti- 
ties into our domestic market—I am not sure exactly what the figure is. 

Senator ANDERSON. Well the Department of Agriculture put out 
a report, which I am sure is accurate, and it shows that in 1935, 20 
years ago, about 15 million hundredweight was used for food. We 
got up as high as 17,900,000 last year—about 18 million—so with the 
population growth in the last 20 years and some slight reduction in 
customer preference for rice as against other commodities which we 
always get we can expect about 18 million hundredweight rough rice 
to be used for food. Now add to that about 4,500,000 for feed and 
seed and you come out with about—somewhere around 25 million 
hundredweight. 

Mr. Buarr. The figure we normally assume for the domestic market 
for rough rice is around 26 million, 1 think, 25 or 27 million. 

Senator ANDERSON. I would agree that is a fair figure. That is a 
figure that we should expect right along. But when you start to talk 
about additional exports, it is a pretty tough story, is it not? 
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Mr. Buarr. It is; I will agree. Really we are not talking about 
additional exports; we are talking about trying to keep the exports such 
as we have had in the past few years. And I think it is true that 
there is a demand—there is not an oversupply of good rice in the 
world, and there is a demand for United States rice in the world. 
United States rice commands a premium in most markets of the world 
over that of other countries. 

It is true that some of the countries of Southeast Asia have some 
very substantial quantities of rice on hand. Two countries over there 
are big exporters of rice and have controls. One of them solved its 
portion of the problem by releasing their millers and exporters to sell 
their rice whever they wanted to and it went for duck feed and hog 
feed because that is about the quality itis. They go out of the trouble 
3 years ago by a very, very hard sale to India, which was about the 
only country in the world that would take that lower quality of rice. 

Japan has trade agreements now with both Burma and Thailand 
for rice, and so far as I know, as of the last time I had any information, 
does not expect to fill those contracts because they cannot get the 
quality of edible rice that they want from those countries in the 
amounts they want it. 

I believe, if we can compete pricewise, there is a place, perhaps not 
for as much as we produced last year but a very substantial quantity 
of the production that we have approached in the last 2 or 3 years. 

Senator ANpERsON. If you have looked at these tables you must 
have realized that when we were up at the top—we thought it was 
the very top—in 1950, we were up to 38 million hundredweight, and 
that was based on a market where we used a great deal of American 
flag influence in Japan and China and Formosa. 

Mr. Buarr (interposing). That is right. 

Senator ANpERSON. And with all that help we only got up to 38 
million hundredweight. Now the rice farmer jumped that limit up 
to 20 million hundredweight and expected to find a market for it. 
I am just asking—where? It is all on hand; it will be all on hand 
again this year. Why did they think they can continue to produce 
rice when they can’t find a market for it? 

Mr. Buarr. We again are hopeful, not that we can produce what 
we did last year and find a market for all of it, but we are looking for 
some economical, stable level of production which we can reasonably 
expect to produce and stay in business. The only alternative, if 
many of these producers have to cut back their acreage to 50 or 55 
percent of what they are equipped to produce, is that they are going 
out of business. <A lot of them will go out of business. 

Senator ANDERSON. Well we had a man the other day saying if they 
cut back they will have to go out of business: yet the market will be 
twice as much as his firm had when it started business—several times 
as much. 

Now all I am trying to suggest to you is that it appears that the 
market will not exceed 38 million hundredweight under the most 
favorable circumstances. Why not try to cut down to that and see if 
there is any decent market there rather than try to find a place to 
move 59 million hundredweight or something equivalent? 

Mr. Buarr. All of us are optimists, but I doubt if we can move 
59 million. 
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Senator ANpERsOoN. Well, when the rice limitation went on this 
year, in came a relief message to add 4 percent to the acreage to add a 
little more to the surplus. Is not that a surplus? 

Mr. Buatir. Well it had that effect certainly, or will have. 

Senator ANDERSON. It was designed to have that effect. 

Mr. Buatr. It was mostly a matter of correcting some inequities 
that existed, and that happened to be the only way that anyone could 
figure out to make those corrections because it was a matter of acreage 
allotments and the allotments were all gone. So the only place to get 
correction was to have some additional acres with which to make 
them. 

I will agree—it will have the effect of aggravating our problem. 

Senator AnpERSON. Certainly. 

Mr. Brarr. And it is certainly regrettable that on the overall we 
run into that kind of situation. On the other hand, for the fellows, 
and there are many of them who as a result of this acreage cut last 
year—old-time ricegrowers who have produced for many years and 
who face the prospect of a 40 to 55 percent acreage cut in 1 year 
they are a lot more concerned about what happens to their mortgage 
payments next year than they are in the 2 percent increase of the sur- 
plus of the next year which might not be disposed of for a period of 
years. 

Senator ANDERSON. I know, as we all know, that this 90 percent 
support level has been very, very attractive. It has led the rice man 
into terrific trouble. Under such an attractive price level the rice 
farmer is trying to produce far more than the market can consume 

Mr. Buatr., Senator, I will admit it. I am not going to argue that 
point. I think it is certainly true, 

Senator ANDERSON. Why not get rid of the incentive? 

Mr. Buarr. We would suggest that there is another method by 
which we could maintain some reasonable economical level of pro- 
duction without that incentive which in our opinion is going to keep 
us in trouble for some time to come. I think it is the economic fact 
of life. That is the way things operate. 

Of course, your study is based on this House Document 100 which 
is the Agriculture Department’s report on a study for the two-price 
system. We do not believe necessarily that that is the perfect solu- 
tion. We do think when we take a look at what we face in terms of 
acreage cuts and, consequently, the economic repercussions to the 
industry and to the individual farmer, that it is a possible solution 
that is worth a lot of very serious consideration and very serious 
study, and that is what we would urge. 

I have heard a number of suggestions that there are possibly other 
solutions. I believe the report points out that perhaps the rice pro- 
ducers should have an alternative of another level of support to 75 
or 65 percent of parity which might solve our problem of surplus to 
some extent. JT don’t think it would have quite the effect economi- 
cally it should have, because you know farmers, and you know that 
when their per unit costs start going down they start trying to increase 
their acres. 

Senator Anperson. Well I should not be questioning you. My 
interest in this has been that at one time, as Secretary of Agriculture, 
I was struggling with scarcities in rice. Quite obviously the markets 
were being created because of scarcities, and every effort was made 
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to warn ricegrowers that if they got into production, they might just 
as well expect that they were going to be out of it very shortly. 

Mr. Buatr. I certainly can understand that point, Senator. But 
again we face the problem, the fact, that there was repeated and con- 
tinued urgings on the part of the Department of Defense and for 
foreign commitments, even up to and through most of 1953, for rice 
production. We had export allocations until November, I believe, of 
1953, on rice, trying to supply a domestic market and export the iéienee 
requirements of our foreign commitments. I would agree that they 
should have anticipated trouble ahead of time. But for the farmer 
who has put $100 to $150 an acre investment in equipment, in land 
and that sort of thing, to produce to meet demand, and you can warn 
him that some day in the future he is going to face a problem of read- 
justment, but right today they are wanting rice and when he comes up 

against that problem of readjustment then he starts looking for 
solution other than going out of business. 

(Discussion off the record.) 

Senator ANDERSON. I| think if we change the level of support to 
some degree some of this rice might be exported. 

Mr. Buarr. I think that is true, sir. We could have moved a sub- 
stantial amount this last year if our level of support had been only 
slightly lower. We lacked about 80 cents per hundred pounds being 
able to sell 150,000 tons to Japan. 

Senator ANDERSON. Yes. And I noticed—I lost track of where 
this thing was—I saw a newspaper report on Formosa just a day or 
two ago which described the fact that the Formosan people had rather 
poor rice and were happy to get our high-quality rice, and I think 
there is a possibility of developing some of those markets. As I tried 
to point out earlier in this hearing, the amount this country puts in 
the world export trade is not so significant that it would result in a 
general drop in the world price. 

Mr. Buarr. I think Japan, for instance, will import year-in and 
year-out in excess of 1 million tons of rice. Burma and Thailand 
think of Japan as their market, but Japan only imports about half 
from those countries. She buys from Brazil, Italy, Spain, Egypt, and 
the United States, and anywhere they can find that the price is right, 
the Okinawas, the Philippines, some possibly for the next 2 or 3 years. 
India is always a possibility, but then the price is not attractive there. 

If I may I would like to point out in connection with study of 
House Document 100, certain facts. They have suggested some 
other levels of support rather than 90 percent and, not to build a case 
for 90 percent but to point out what is proposed in the two-price 
program, when you get down to dollars and cents and what it means 
to the individual farmer and the rice farmer, then 75 percent level of 
support would permit him to plant about 20.3 more acres of rice. 
This is all in the prepared statement. (H. Doc. 100.) It would 
mean about $18 less per acre gross income, and if a farmer had an 
allotment of 100 acres and was allowed an additional 20 percent, as a 
result of lowering the total support his return would increase about 
$84 on the whole 120 acres. It wouldn’t pay for the seed that he 
took to put in the additional 20 acres. He is not going to be able to 
maintain the 90 percent support level. That is the problem that we 
face. As I say, not arguing for 90 percent of support but pointing 
out the differences in effects’of these 3 or 4 variations that they have 
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treated in House Document 100, under 65 percent of supports he 
would be allowed to plant about 37 acres more, and his total gross 
income from, say, if he had a 100-acre farm is 137 acres, would increase 
about $288. 

As computed on the basis of House Document 100, under a two- 
price proposal the farmer could be expected with no acre controls that 
the market, both export and domestic, would absorb perhaps an addi- 
tional 36 or so percent—well, actually about 37 percent, and his gross 
income from, say, 136 acres, to get it on a comparable basis, would 
be in excess of $2,400. That is just to point out why this suggestion 
is one that is attractive. 

Now the study also points out, I think, in one paragraph, almost 
all the advantages are summarized in this report as far as the two- 
price marketing is concerned, that it would enable producers to main- 
tain exports at a high level to avoid future drastic acreage reductions, 
result in larger gross returns to producers than obtainable under 
present legislation or under free-market prices, require no Government 
subsidy, allow the producer to use his initiative in planning his opera- 
tions as market operations dictated, eliminate the need for large-scale 
Government storage and disposal programs, et cetera. It seems to 
me that those are very, very powerful arguments for giving serious 
consideration to this proposal. 

They point out some’ disadvantages too—two principally. One is 
the complex administrative procedures, and I would have to agree 
that they would be complex. I do not see that they should be any 
more complex than the programs that we are operating under or any 
others that I have heard suggested. I think our people are smart 
enough to work out the administration of the program and get it on a 
basis that would be fair and equitable or as fair and equitable as the 
present program or any that I have heard mentioned. 

The second big objection that they cite is that such a program 
might be considered in foreign markets as “dumping” by the United 
States. I think maybe that is subject to debate as to whether it 
would be or not. I think this appelation of a two-price system that 
we think we are talking about is a misnomer and should not be used, 
but it is commonly used and for purposes of clarity we have to follow 
it, a domestice price and a subsidized export price. What we are 
talking about and what we would recommend is not a subsidized ex- 
port but a support on a domestic portion allotment going into our 
domestic markets where our costs of production are high and where 
consumer incomes are high, both of them being maintained and 
managed commonly by artificial means. By that, the amount which 
goes into export would move at world market prices. If a farmer 
wanted to produce at the world market prices he could do so. There 
would be no penalty. There would be no support. If he got hurt 
it would be his own hard luck; he should not have done it. If he did 
not want to produce he would not be required to produce for that 
market. That is what I think of in connection with what we generally 
discuss in the rice part of the country as a two-price system which is 
more a domestic support program, but then it is a play on names. 

It seems to me that as far as this problem of repercussions of foreign 
countries is concerned, maybe that is a kind of bogeyman on two 
counts. Both of the big rice-exporting countries of the world support 
their governments on the difference between what the farmer is paid 
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for rice and what rice is exported for. Even though they might 
object to a proposed program such as we suggest, it w ould seem to me 
that they would be much more concerned ‘if we lowered the level of 
support to 75 or 65 percent of parity, because automatically that 
forces their price down and cuts their Government revenues by that 
much, It seems to me that would be a much more terrifying prospect 
to those countries who depend on rice for Government operations 
than would be the problem of trying to get an increase of less than 
2 percent of the Government production in export markets. 

There is one other comment I would like to make in connection 
with this problem of foreign repercussions from adoption of such a 
proposal, and that is that I think these countries should and are going 
to be much more concerned about the competition which comes from 
other cereals, and particularly wheat, which are subsidized, than they 
are about the small amount of rice that we might try to move into the 
world market. With a $2.35-per-hundred subsidy on wheat flour, 
which is the form you get it in to be most comparable to 100 pounds 
of rice that are about ready to eat, it makes a tremendous competitive 
factor, and I think this is evidenced by the fact that many of these 
countries in the Far East for centuries have been rice-consuming 
countries. 

The world trade in cereals which was 88 percent rice before the 
World War is down to 31 percent. A part of it was wartime shortages 
of rice when these cereals had to be substituted. Rice production 
has come back, but the exports of rice have not come back because 
we have cheaper cereals in those countries where they are more con- 
cerned with calories rather than with what they prefer to taste, which 
makes them attractive. I think that is one of our big competitors. 
I remember not long ago we gave, I believe, a million tons of wheat to 
Pakistan. The very next spring we were most concerned about 
100,000 tons of rice that were sitting on the docks looking for a market. 
I have been told by people who were over there that wheat has moved 
into Formosa both under aid programs and under subsidy while rice 
is being exported, even though the people are rice-eating people. 

Senator ANDERSON. In Formosa? 

Mr. Buatr. Yes, sir. 

Senator ANpERSON. I should have remembered what I was reading 
last night, but it had to do with the Formosan program. It was in 
last night’s papers. 

Mr. Buarr. I did not see it, sir. But I know that Formosa has 
recently negotiated an agreement with Japan for exporting some rice. 
It is a high-quality rice. I don’t know how much wheat has gone 
recently into Formosa. But that was my information last year 
That was what was happening. 

Well that is part of the problem, and it is a part of the problem that 
affects us—competition from other cereals and particularly subsidized 
cereals with which we, under our present support program, cannot 
compete, At $2.35 it makes a big chunk of difference, particularly 
when only last year we lacked only 80 cents on 100 pounds in being 
able to sell some very substantial quantities and perhaps being able to 
relieve our surplus problem in rice to a great extent. 

But to suggest the recommendations that we would like to see. We 
have studied House Document 100 very carefully, and we in the 
American Rice Growers Cooperative Association, and I mean the 
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members—the farmers who produce the rice—have been studying and 
worrying with this problem for 2-years. We would like to recommend 
that your subcommittee and the full committee and the Congress give 
very serious consideration to the adoption of this type of a program 
for rice—the thing that we call a two-price program, but as I pointed 
out is not necessarily what we normally think if as a two-price program. 

It seems to me that there is suggested in House Document 100 two 
possible alternatives which have a lot of merit. One is the fixed value 
certificate and the other is a market value certificate differing pri- 
marily in how the value is determined and where the support on the 
primary market portion of the crop is arrived at. Both seem to be 
workable; both seem to be workable and in equity as between pro- 
ducing areas and between market distribution areas. 

I know there have been objections from a number of places that it 
would be difficult to work out an equitable market allocation for those 
areas of the United States which export most of their crops and other 
areas of the United States which send most of their rice to domestic 
markets. That would be a problem; I think we could solve it. I 
think also that if we take a look at how much of the crop in each of the 
States went into commodity credit support this year, we will find out 
that the problem is not as large as it loomed maybe a year or two ago, 
because when some of these areas that have been exporting are out of 
the export market they come back in as very serious competitors in 
the domestic market and that relationship does not remain as it maybe 
did when there were two different markets where it was advantageous 
to two different producing areas. 

Senator, I would be glad to answer any questions you may have. 


That completes my statement, and I apologize for taking so much 
time. 

Senator ANpERson. Thank you very much, Mr. Blair. 

Mr. Smith is the next witness. 


STATEMENT OF ROBERT H. SMITH, MEMBER OF THE BOARD 
OF DIRECTORS, ARKANSAS RICE GROWERS COOPERATIVE 
ASSOCIATION, WALNUT RIDGE, ARK, 


Mr. Suirxa. Mr. Chairman, Mr. Blair has developed a good many 
of the subjects that I would like to talk about but are not contained 
probably in the statement that I have. 

I agree that controls were not imposed soon enough. The Arkansas 
Rice Growers Cooperative Association at our board of directors meet- 
ing instructed our general manager to impose restrictions on the 1954 
crop—probably a little more than a year ago—in the form of acreage 
allocations because they realized at that time that we were getting 
into trouble. We had 3 million hundredweight of rice that went into 
Government loan a year before and the handwriting appeared to us 
to be on the wall. 

Now, other than the prepared statement that I have, I would like 
to point out too that we are not in full agreement, that our troubles 
are caused primarily by 90 percent support. They refer to the high 
support prices; the highness of things is relative; they are probably 
not very high i in relation to the costs that we have in producing these 
crops today. If they were high then there is something wrong with 
the parity formula in the thing. 
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Senator ANDERSON. You do realize that 90 percent is an incentive, 
do you not? 

Mr. Suir. No, sir. It isa protection and, of course, any protec- 
tion would be an incentive because if you can protect your capital, 
Senator, that is always an incentive. 

Senator ANDERSON. It is an incentive in wheat; is it not in rice? 

Mr. SmitrH. Let me point out what happened in our area, right 
where I live, I know more about that area than anywhere else and I 
believe it is truly representative. 

Our county has lost since 1950 about 11 percent of its population. 
We have a great deal of local terrace land that is ideally suited for the 
production of rice. There are no big operators that have moved in 
there to try to make a lot of money out of it. It has been our native 
people there—we have probably expanded the operations a little bit 
or maybe a few new people have gone in, but our farmers won’t 
average probably over 100 acres of rice in the county. They farm it 
to make a living out of it, and, of course, there was the avenue there 
that the land was very suitable for it. There was a protection against 
price declines that would put them out of business and they were able 
to obtain finances for that, and they went into the business. 

Now it was not an operation of some people who conceived the 
idea that they could make a lot of money out of it and put in a big 
operation; most of the people in our county that have sizable opera- 
tions have been in the rice-growing business for a long time—those 
operations date from back in the 1930’s—before the war. 

Senator AnpEerRson. If production across the country has gone from 
17 million hundredweight in 1935 to 59 million in 1954, would not 
you concede that somebody has stimulated it somehow? 

Mr. Smiru. Oh, yes; the protection is a stimulation. Any time 
that you lay your money on the counter and are assured you are going 
to get it back and also the possibility of a gain, certainly. 

Senator ANDERSON. Do you not recognize that 90 percent of parity 
may be wholly different in one crop than another? 

Mr. Suirn. We recognize that; yes, sir. 

Senator AnpERson. It could be that 90 percent of parity would 
stimulate the production of eggs until you cannot store them in this 
country and 90 percent of parity on milk would not do a thing. If 
you got that price actually it would reduce milk consumption in the 
country. Now the question is, What did 90 percent of parity do in the 
rice business? Was it a stimulant, and the only idea you can get 
when you look at it was that that it was. 

Mr. Suirx. We won’t deny that it was a stimulating factor because 
it was a protection of the invested capital. 

Senator ANpERsoNn. And it was an incentive to invest the capital. 
Was there not an increase, a tremendous increase in the amount of 
invested capital in the rice business? 

Mr. SaitrH. Oh, there is no question about that part of the thing 
there, but I did want to point out that the increase over most of these 
areas which I am familiar with, most of the areas in Arkansas, have 
been for the smaller producers. People at times may be trying to 
make a living out of cotton on land that was not suitable for cotton 
and changed over to rice production because the soil was ideally 
suited for rice production and it was not the best cotton land. 
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If it is permissible I will read this statement as I am afraid that I 
may have overlooked something that I intended to call to your 
attention. 

My name is Robert H. Smith. I live in Walnut Ridge, Ark., and 
primarily grow rice, an occupation in which I have been engaged since 
the mid 1930’s. I am a member of the board of directors of the 
Arkansas Rice Growers Cooperative Association, an organization of 
Arkansas rice farmers who normally produce, mill, and sell about 
40 percent of the total rice crop of Arkansas, or about 10 percent of 
the American crop. Our membership numbers about 4,000, all of 
whom are rice producers as well as interested in the milling and selling 
activities of the organization. I have been designated to express to 
you gentlemen the position of the Arkansas Rice Growers’ Coopera- 
tive Association, relative to the so-called proposed two-price plan for 
rice. 

We are opposed to two-price plans. We have never been able to 
undersell Asiatic nations when they had rice to sell, not even when our 
domestic price was as low as 50 cents per bushel for rough rice. It is 
an illusion to believe that we can reduce our export prices and that 
our competitors will maintain their present price. Such a policy will 
only lead to price wars with attending reprisals. And may I point 
out that our major competitors are Asian nations which we are now 
striving so desperately to keep from the communistic camp. Is it 
wise to set up billions of dollars to help develop some of these countries 
and at the same time embark on a dog-eat-dog rice trade policy which 
we cannot possibly win because of our high production costs and which 
if we should win, or even attempt, would alienate the governments of 
these Asian countries? 

Senator ANpERsON. That is a very sound statement. 

Mr. Smita. Gentlemen, the governments of the principal rice- 
exporting countries finance their operations on margins that exist 
between what their rice farmers receive from government and the 
price for which government sells this rice. The politics and the 
finances of Burma, Thailand, and South Vietnam are tied to rice. 
These are the great exporting countries. Too often in the past it 
has appeared to us that the Department of State and the Department 
of Agriculture have been at cross-purposes. A two-price plan would 
make this situation much worse. 

The above conditions are enough to doom any two-price plans, but 
they are by no means all. The people, and I refer principally to the 
Rice Millers Association, of which our organization is dissenting 
member, and I may add there that we are not at cross-purposes with 
them but we simply disagree in this matter, I thought I ought to 
clarify that, who are so strongly supporting a two-price plan, have 
failed to consider that all contenders for a market are privileged to cut 
prices, and that price wars result; that the rice trade in Asian areas 
is politics, finance, and life itself to them. 

That better and more friendly approaches may be made by recipro- 
cal trade agreements, that American costs of production are high, and 
that farm income must be maintained or our whole economy suffers 
seriously. 

May we ask, have the Rice Millers Association suggested that they 
mill rice for a world price? They have not, and we predict they will 
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not. Nor can we produce rice in competition with oriental labor and 
maintain a semblance to the American standard of living. 

Senator ANDERSON. You are going along very well as far as I am 
cone erned, 

Mr. Smira. Thank you, sir. 

We oppose a two-price plan on the grounds that no equitable basis 
exists for dividing the domestic market. Some areas now produce 
such varieties of rice as are desirable to the export trade almost wholly, 
while others produce almost exclusively for the domestic market. 
These conditions have been brought about by climate and freight 
rates and/or geographical location. 

The administrative problems of a two-price plan are mountainous. 
To police such a proposal would be at very best cumbersome, trouble- 
some, very expensive, and of doubtful results. 

As undesirable as it seems, we are today in a world where free trade 
does not exist. The flow of goods and moneys are controlled by the 
various governments of the world and our solution seems to be in 
reciprocal trade agreements, or government-to-government trades, so 
long as this condition exists. 

May I break in there to clarify this. In government-to-government 
trades, we suggest that they be handled through private channels 
of trade as much as possible. 

Senator ANDERSON. But you do recognize that with the part of the 
world that is engaged in government-to-government trade you can- 
not just declare yourself out of that area and still expect to be in trade? 

Mr. SmitH. We might as well look at the facts that confront us, 
and that fact confronts us and there is no escaping it. 

We strongly support a position that will maintain or increase our 
exports. We realize that we must export or the rice industry, as we 
know it, will perish, but a two-price plan will only hasten the 
destruction. 

Senator ANDERSON. May I stop you there. I would like to know 
if you want to explain this or not. 

You say down here: 

Some areas now produce such varities of rice as are desirable to the export 

trade almost wholly, while others produce almost exclusively for the domestic 
market. 
That is the question that has arisen recently in connection with 
wheat. We are up against that problem right now where Senator 
Ellender used the figure the other day—I have forgotten how much 
it is—but more than 60 percent of our stock of wheat that is on hand 
is not of the type that the milling industry of this country will utilize. 
More than 60 percent of the wheat that we are carrying over is wheat 
that the mills won’t buy, and yet the Government has put its money 
up for that. Wheat that is produced in areas of Kansas and the 
Dakotas has always commanded a strong price in the market, and 
that wheat is all selling above the support level. Is that not true in 
the rice industry? 

Mr. Sra. Primarily the rice that goes into export is the short- 
range type of rice that is primarily grown in California and some in 
Arkansas; we grow some varieties in northern Arkansas, that is Pearl 
rice. Now the milling qualities of those rices of the Pearl varieties, 
I believe we call them now, usually are higher than the milling qual- 








RICE PROGRAMS 


ities of the rice that we sell on the export trade market. Now the 
difference is in the type of the bean, and the domestic market has a 
preference for the medium grains—the long grain rices also. The 
milling quality of the two rices, the rice that we primarily export 
from the west coast, has a better milling quality it turns out than the 
rice we use in the domestic markets. It is a preference by the people 
or the way they look at it. Actually I am not certain about it, but 
I doubt very much if there is very little difference in the nutritional 
value of the two rices. It is a matter of preference—the way you 
look at it. 

Senator ANDERSON. I know my wife will only cook one kind of rice. 

Mr. Smirx. She probably wants long-grain rice. Most of us do in 
the United States. 

Now the Cuban, I think, primarily prefers long grain rice. The 
Puerto Rican market takes a great deal of pearl rice. The Asiatic 
markets prefer the short grain; that is, some of them do, you have 
some few spots over there who differ. 

Senator ANDERSON. I’m glad to have that. Then this problem is 
not a question of quality? 

Mr. Smirx. Not a question of quality, merely a question of type. 

Senator ANDERSON. You couldn’t cure it like you propose to cure 
the wheat problem by taking the supports away from the things that 
are not of milling quality? 

Mr. Smirx. Not by milling quality basis, because if you did, they 
would come higher, probably, 

Senator ANDERSON. I understand perfectly, but this is milling 
quality? 

Mr. Smirx. And the milling quality doesn’t enter into that picture 
at all, I believe. 

Senator ANDERSON. I want to clear that up, because I understand 
that; but the average Member of the Senate reading these reports, 
unless he had some contact, probably wouldn’t understand it, 

Mr. Smiru. They look good, and it is just a preference whether 
they want short grain riee or long grain rice. 

Senator ANpERsON. Thank you. 

Mr. Smiru. Prior to World War II, the domestic market consumed 
about 85 percent of American production, about 10 percent went to 
the Cuban market and only about 5 percent to other markets. This 
5 percent held rice prices at a very low level. A two-price plan has a 
very good chance of separating the Cuban exports from the primary 
markets because all two-price plans raise the question of the legality 
of including Cuba in the primary markets. This could be settled only 
by a decision of the Supreme Court. 

Under a two-price plan we might well find ourselves with less 
markets that are desirable than in the late 1930’s. We do not wish 
to be used in an experiment that seems foredoomed and that might 
finally leave us separated from the other basic crops. 

Senator ANDERSON. Let me ask you this: How do you think the 
Cubans would like it if we had a two-price system? 

Mr. Smira. If someone would raise a question of the legality of the 
thing, because in a sense it might be an export tax, and I understand 
that that is not held to be constitutional. We might not be able to 
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include Cuba in this primary market and the Cuban market is very, 
very important to the rice industry—growers, processors, millers, and 
handlers, all of us who have anything to do with the market. 

Senator ANDERSON. They take a large proportion of the rice of the 
United States and pay regular standard domestic prices, do they not? 

Mr. Smirx. About 10, the Cuban market was about 10 percent of 
our production prior to the war, and that other 5 percent that we had 
left then broke our backs. Actually, Senator, I grew rice and about 
all I got out of it was what straw I had left there for feed for my 
cattle when I got through, and that 5 percent that we were attempting 
to shove into the world markets in the face of Asiatic competition, 
and you have got to look at who your competitors are when you go to 
make these prices, put it down to that level; and actually, full parity 
was about a dollar. And when we sold rice—I have sold some as 
cheap as 35 cents—I tell you it is not very good. 

It is our observation that sellers, processors, and handlers of various 
commodities who earn their income from such various services are 
generally opposed to any program that tends to reduce any volume 
because they base their returns in such a manner that the larger the 
volume, the greater their profits, regardless of the effects that are 
imposed on the producer. You can expect these people to continue 
to press for any scheme that they, even though mistaken, believe will 
maintain or increase volume for millls and warehouses. The advo- 
cates refer to income being increased, but such income would be gross 
income. 

Gross income does not necessarily mean prosperity for the rice- 
grower. We are concerned with net income, for it is from this that 
we support our families, our churches, our community, and our 
Government. Under these proposals, if a grower should elect to grow 
for the domestic market only, he would soon lose this allotment. 
This allotment would be based on total plantings, so would foree every 
grower to plant to his capacity to preserve his domestic allotment, 
hence a grower would grow himself into insolvency or restrict himself 
entirely out of business. 

Now that reflects, in this study that the Department submitted, 
that that would be the basis for the allocation. Of course, the law 
could be changed on that, but not under the proposal that they have. 

The Department of Agriculture has prepared an excellent report 
to the Congress on the two-price plans. We fail to see how anyone 
who reads this report can seriously support a two-price plan. We 
see no advantages, and much harm, that could come from such an 
adventure. 

We propose as an alternate plan a vigorously pressed reciprocal 
trade policy, together with all other such ‘aids that are now available 
and suggest that rice could be a cheap tool in the politics of the world. 

We wish to express our appreciation to you, gentlemen of the 
committee, for the opportunity to state our views on what we sincerely 
believe to be a dangerous proposal. 

Senator AnpERsoN. Thank you very much, sir. 

Mr. Surry. Thank you, sir. 

Senator ANDERSON. Mr. Chalkley? 

Mr. CHALKLEY. Yes, sir. 
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STATEMENT OF HENRY GEORGE CHALKLEY, VICE PRESIDENT, 
AMERICAN RICE GROWERS ASSOCIATION, LAKE CHARLES, 
LA, 


My name is H. D. Chalkley. I am a rice producer, the vice 
president of the American Rice Growers Association representing 
Louisiana, and chairman of the Farm Bureau’s Rice Committee for 
Lousiana. 

Senator, I have handed to the reporter a suggested 2-price plan 
or 2-market plan for rice in which I have attempted to explore the 
4 possibilities as regards the marketing of a rice crop. 

Senator ANDERSON. Has this been set forth in the record as yet? 

Mr. Cuaukuey. No, I turned it over to them. 

Senator ANDERSON. Well, at this time we will place in the record 
the suggested 2-price plan for rice, consisting of some 5 pages, so we 
will have that in full in the record. 


STATEMENT FILED By HENRY GEORGE CHALKLEY, VICE PRESIDENT, AMERICAN 
Rick Growers Association, Lake CHARLEs, La. 


The Department of Agriculture, at a meeting held with representatives of the 
rice industry, outlined 4 possible approaches to a 2-price plan for rice. 

The plans were presented clearly and concisely. The accomplishment of the 
working group deserves commendation. 

The four plans advanced by the Department I have reviewed most carefully, 
with an eye to their usefulness, as drawn, and with some speculation on what 
beneficial results could be obtained with some changes that occur to me in the use 
of plan No. 3. 

It is very difficult to develop the perfect plan for the rice industry, any industry, 
for that matter. When one is as close as I am to rice, one cannot help but enter 
into all solutions with heart and soul. I appreciate fully the four 2-price plans 
before the industry now and would like to discuss them briefly in this paper. 

My preference is for plan No. 3 because I think it comes closest to accomplishing 
the purpose of a two-price market. I would, however, wish to add a supplement 
to plan No. 3. 

In order to elevate plan No. 3 above the others let me sketch plan Nos. 1, 2, 
and 4 briefly and give my reasons for favoring them less than plan No. 3. 

Before discussing either course under consideration, I wish to state what I 
think any course must consist of in order to make the most of the two-price 
system: 

(a) The Cuban market, with favorable treaties, must be a part of the primary 
market. 

(6) Price support loans made readily available to insure a ready market at a 
fair price and also to insure orderly marketing. 

(c) A program, which as nearly as possible, polices itself by economies rather 
than regulation. 


PLAN NO. 1: MARKETING CERTIFICATES WITHOUT A FIXED VALUE 


This plan envisages a certificate whose value varies from day to day and could 
conceivably vary as regards varieties. I feel that as the certificate must accom- 
pany all sales of milled rice, including brewers’, in the primary market, efforts 
would be made to corner certificates in order to reap benefits due to fluctuating 
values by persons within and without the industry. The areas producing rice 
chieflv for export might find their growers cashing their certificates for very little, 
while in the areas that depend upon the primary market, the processors, for sake 
of securing the required certificates, might be tempted into unethical dealings. 
The Government would then be required to establish an elaborate and costly 
police program in order to give plan No. 1 an opportunity to function as written. 


PLAN NO. 2: MARKETING CARDS 


This plan would issue to each producer a marketing card giving him the right 
to sell a specific quantity of rice without penalty. All over-quota rice would be 
subjected to a 50 percent of parity penalty unless proof of movement into export 
market within 90 days after sale to first purchaser is shown. 
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This plan seems to point up geographical disadvantages as growers in an export 
area would possess marketing cards for more rice than needed for their limited 
primary market while growers and processors in the primary market area would 
be short of marketing cards. This would tend to work against a two-price 
market because it could lead to a card market instead of a rice market. The 
policing of this plan would present very serious problems as it operation would 
tend to penalize the exportation of rice rather than place a premium on the pri- 
mary market. 

PLAN NO. 4: PROCESSING TAX 


This plan could make one problem after another because rice is an export and 
not an import commodity. Consequently, the grower only would pay the taxes 
into the Treasury of the United States. Congressional action, in the form of 
appropriations, would then be required to make payinents to the farmer. This 
would hamper the success and the purpose of the plan by penalizing the export of 
rice rather than placing a premium on the domestic portion of the crop. 

Extensive, governmental regulation would again be needed to maintain a fair 
distribution of the allotted acreage and prevent market stagnation. 

Now, plan No. 3, with fixed value certificates, seems far more suited to a two- 
price system for rice than plans Nos. 1, 2, and 4 because based on the fact that 
unit price is not sufficient to maintain a healthy industry and that rice must look 
to export markets for survival. 

The rice industry is inique because, as stated by Secretary Benson, “price, in 
the domestic market, has little or no bearing on consumption.” By virtue of 
existing treaties, America rice is given preferential treatment in Cuba; also, it is 
the only basic crop which is not a substantial portion of the world’s supply. It is, 
therefore, one in which our surplus has no force whatsoever in establishing a 
world market. 

Let us return to plan No. 3 and observe how favorable it is for all concerned 
and consider a supplement I have in mind that might make plan No. 3 even more 
effective. 

The plan envisages a definite fixed value between the primary and world mar- 
kets, and would give each grower a certificate representing his share of the primary 
market. This certificate would be negotiable at a fixed value and give the indi- 
vidual his estimated monetary difference between the primary and foreign 
markets. 

Plan No. 3 would prevent dealing in certificates, as they would be cashable on 
proof of actual rice production and would allow the grower himself to determine 
how much rice he would produce for the export market. 

The value of each year’s certificate, based on the best available information, 
would be announced on the Ist of July of each year. 

The processor would obtain the necessary certificates, either from the producer 
or the Government, and the grower could cash his certificates when he sells his 
rice or at the ASC or CCC office. 

I should like to supplement this plan with a 90 percent loan program on certifi- 
sated rice, having the surrender of the certificate mandatory when the 90 percent 
loan was made. There would also be a floor loan of, say, 4 cents, on a clean-rice 
basis, for noncertificated rice. 

These loans would promote orderly marketing, and the floor loan should remove 
the charge of dumping by the world market. 

Plan No. 3 would then effect economical land use and even distribution of the 
primary market and provide necessary flexibility needed toward maximum rice 
consumption. 

The determination by the Secretary would be made once a year, and certificates 
issued to cover indicated primary markets, including Cuba or other preferential 
markets covered by treaty. The Secretary would be given power to issue addi- 
tional certificates if domestic demands were higher than estimated, and he would 
be allowed to reduce the quantity of certificates when domestic consumption was 
overestimated as well. 

All domestic rice, including brewers’, would require certificates. The number 
of certificates issued would be on the basis of total yield of rice per hundred- 
weight and not on the basis of estimated milling turnout. 

By these means, the producer could make up his own mind how much rice in 
excess of acreage to produce his primary allotment he desires or can economically 
grow. 

It is my opinion that such a plan would give the greatest satisfaction to the 
greatest number both in the Government and in the industry, and it would require 
the least of regulation and cost. 
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Mr. CHALK ey. It is our feeling, after many conferences in connec- 
tion with rice, that we are faced with the necessity of realizing that 
even before the war it was nec essary for us to export a portion of our 
crop. Prior to 1934, Cuba took no rice from this country even though 
we were her best sugar customer. 

By virtue of negotiations, Cuba has increased her potential of rice 
from 1934-35 to the present time by nearly five times. This has been 
accomplished by reciprocal trade arrangements in which the Cuban 
Government agrees to take a certain fixed quantity of our rice at a 
tariff preferential of 50 percent of her normal preferential, and any 
amount of rice over that that she takes from us or any rice which she 
takes from any other country in the world must pay her full import 
duty. 

Therefore, the statement in there in which we recommend that 
consideration be given to including in our primary market Cuba or 
any other nation in which we can get a reciprocal trade arrangement is 
not contrary, as I understand it, to the provision of an export tax; 
because it is by virtue of treaty rather than by any assertion on the 
part of our Government that these countries have done it by virtue of 
concessions to promote trade. 

We feel that after a conference which was held in Dallas, Tex., in 
which the Farm Bureau representatives of the five ric e-producing 
States—namely, Arkansas, Mississippi, California, Texas, and Louis- 
iana—went over this whole problem, they requested that the American 
Farm Bureau Board seriously consider the possibility of the applica- 
tion of, first, a two-price system for rice; second, the modification of 
the existing farm program legislation to put rice on a comparable basis 
with corn. That is one that had been tried and suggested. 

And third, any alternate program which might more effectively 
accomplish the objectives set forth in the first paragraph, which was 
a two-price system. 

Of the five States present, all but the State of Arkansas adopted 
this program. 

I put that in simply for the record to show we rice people have been 
attempting to come to some solution. We realize that the tremendous 
increase in rice acreage and rice production, particularly for the year 
1954, was brought about first by virtue of a 90 percent parity support 
price; secondly by virtue of a reduc tion in the cotton acreage; and the 
two States in which the acreage increase was the greatest, both by 
acres and percentage, were California and Arkansas. 

And in December 1953 an industry advisory committee recom- 
mended to the Secretary of Agriculture—and it was a committee which 
he had named—that we have acreage allotments on rice for 1954 to 
hold the acreage at approximately 2 million acres, which was what 
was planted in 1953. By virtue of circumstances beyond our control, 
even though 16 of the 18 men present recommended that acreage 
controls be put in effect, there were no acreage controls; and the 
acreage in 1954 rose to two million four hundred and fifty thousand- 
odd acres. 

Senator Anperson. About how much did that contribute to the 
surplus, roughly? 

Mr. Cuatkuey. Nearly 50 percent, Senator. 

Senator ANDERSON. So that it would greatly relieve your problem 
if acreage controls had been put on? 
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Mr. Cuatxuey. That is correct. 

Senator ANDERSON. Because a surplus that is up in the neighbor- 
hood of 10 million hundredweight looks to be manageable, but when 
it gets up to 20 million hundredwe ‘ight, you almost have to throw up 
vour hands and say it’s too big. 

Mr. CHALKLeEy. Yes, sir. 

Now, I want to make this statement which can be borne out by the 
records of the Department of Agriculture. 

The support price of the different varieties of rice, rather than the 
different grades of rice, has had a very marked affect on the creation 
of the type of surplus we have today. The California growers, who 
grow a type of rice known as “‘pearl,’’ were successful in having the 
Department of Agriculture put the support price of that rice at an 
amount equal at the present time to 60 cents less than the rice which 
is competitive to it and grown in the South, namely Zenith, although 
at one time it was separated by as much as $1.80. 

They took a market in Puerto Rico, which had been the South’s 
market for thirty-odd years, by virtue of a price differential. 

In this case, for this last year of 60 cents, they now have approxi- 
mately 65 percent of the Puerto Rican market, which, before we had 
price controls and support prices, 85 percent of it belonged to the 
South. And today, for a short time, we were able by virtue of a 
shortage of California rice in Puerto Rico, to get into direct competi- 
tion. The Puerto Rican prefers this southern rice to the rice of 
California. But it is a price market which supports our idea that we 
can dispose of the rice at a price in competition even with ourselves. 

Now, today, another interesting factor which I believe definitely 
bears out our idea of the necessity for a two-price arrangement is 
that the Commodity Credit this year has taken or is taking over 
approximately 26 million hundredw ieight of rice. Strange as it may 
seem, none of the California rice is being taken over even though it 
was indicated earlier that some 4 million hundredweight would be 
taken. 

They have been able, by virtue of an 80-cent differential, which the 
industry itself was able to operate, to sell their surplus rice in the 
Japanese market without the assistance of law 480; whereas, the 
Japanese offered the South the same price that they offered the 
Californians for the rice, but by virtue of our support price we were 
unable to meet that competition. 

Senator ANDERSON. How much do you think the Japanese would 
have taken? I am not talking of the southern. 

It is interesting to me because you may recognize that I am one of 
those who have advocated that the Secretary of Agriculture be given 
great authority in the disposition of these commodities. It was my 
pleasure to have had that authority when I was Secretary of Agri 
culture because we were under certain war powers that we aren’t 
under now. 

I am not saying the Secretary has the power now; he doesn’t have 
it, and I have advocated that he should have it so that if he met a 
situation like this where a small reduction would have brought about 
sales, we would have been better off, economically. The Treasury 
of the United States would have been better off to have sold the rice 
than to have carried it over. 
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After taking the California rice, how much more rice to you think 
could have been sold to Japan? 

Mr. Cuatkiey. Well, already, since that time, there has been under 
negotiation which is in the process of completion, contracts involving 
130,000 tons, already. They want some more rice but that is what 
has been negotiated so far. 

But we have run against a proposition whereby our State Depart- 
ment has attempted to discourage the Japanese from buying American 
rice. 

Senator ANDERSON. Why should that be? 

Mr. Cuatkuiey. They say they are interested in the economy of the 
Asiatics by virtue of stopping a possible infiltration or movement for- 
ward of communism. 

Senator ANDERSON. But the Japanese wanted our rice. 

Mr. Cuaukiny. The Japanese wanted our rice. The Philippine 
Islands ares 300,000 tons of our American rice, 100,000 tons a year 
for the next 3 years. To date, they have been unable to get over the 
hurdle to ms as ‘this arrangement. 

They are still working at it. 

Last year the Ryukyu Islands came to the United States; they 
wanted American rice, and again they were told to buy it elsewhere. 
Now the point—— 

Senator ANDERSON. Well, the Secretary of Agriculture can sell this 
if he wants to, can’t he? 

Mr. Cuarxkury. It’s a Government-to-Government arrangement 
and as I understand the law at the present time, the State Depart- 
ment has got to approve the trade before it can be made. That is 
my understanding of the problem. 

[ know that this Japanese deal has been on and off, this 130,000 
tons, since last October. It isn’t just as of now it is a 130,000 tons 
we have been battling back and forth, trying to get rid of. 

Senator ANDERSON. 130,000 tons? 

Mr. CuHatkuey. Yes, sir, That is 2,600,000— 

Senator ANDERSON. Hundredweight. 

Mr. Cuarxuey. That is clean rice. 

Senator ANDERSON. So that’s at least 3 million hundredweight of 
rough? 

Mr. CHALKtey. Yes, sir. 

Senator ANDERSON. Well, that would help us considerably in our 
problem. 

Mr. CHaLktey. Yes, sir. 

We do not wish the Government to subsidize the rice business; we 
wish the Government to assist us in the orderly disposing of our rice. 
We face today, as I see it, and we faced it in the days when you were 
down there, Senator, the fact of drawing back to our domestic con- 
sumption with possibly only Cuba in addition. 

We feel that the producer should be allowed to pull back to that 
point if he so desires, but to the producer who is on a basis of economic 
production—and we all know that there is a break-even point in any 
business—that he be allowed to make up his own mind over and above 
what he needs to produce to assure the American market and the 
American normal export markets; and that we feel that the Govern- 
ment should support just that portion of the market at, we will say, 
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90 percent. I am not arguing what the percentage of parity should 
be. 

Senator ANpERsoNn. As a matter of fact, if there was no large over- 
hanging surplus, the support level or recommended support level 
would be 90 percent. 

Mr. CHALKLEY. That’s right. 

Senator ANDERSON. So we don’t argue about the level of it, we 
just argue that sometimes if you have the high levels without any 
controls, you get yourselves- 

Mr. CHaLKuey. We are in trouble by virtue of it, Senator. 

There is no argument. 

I want to say just one more thing. 

We also realize that the charge of dumping has been brought up. 
We feel that the world market, or any market, will never drop below 
a point which I have put in my statement of a suggested floor loan for 
marketing of 4 cents a hundred on a clean rice basis, not on a rough 
rice basis. 

Senator ANpERsoN. I think you are sound on that. 

If we contributed 30 or 40 percent to the world market, then our 
action would be very significant. 

Mr. CHALKLEY. Yes, sir. 

Senator ANDERSON. Or if we contributed as much as 20 percent it 
could be quite significant; but if we only contributed 1 or 2 percent, 
then I don’t believe we are going to disturb the world market too 
much and could be accused of dumping. 

I think it could be possible, in other words, to handle it so that 
nobody could accuse us of dumping. 

Mr. CHALKLEY. Senator, | want to make one more statement. 

We have heard an awful lot of objection to a lot of plans. We have 
heard objections without recommendations of means for accomplish- 
ing it. In making this offer, we don’t say this is perfect; but we say 
that we feel that as an approach it has some merit, and we feel that if 
we could find some approach that will be close to this and at the same 
time not put us in a position of e xpecting the Government to subsidize 
our business all the way through, that we would be on a much sounder 
basis and maybe get an answer to this agricultural problem which, to 
my knowledge and on the basis of my work, has been an emergency 
for twenty-odd years. 

Senator ANDERSON. Let me say that while listening to the testimony 
and looking at these figures that have been presented by other wit- 
nesses, you said that you felt that control should have been put on 
December 1953, holding it at about 2 million acres. 

Mr. CHALKLEY. Yes, sir. 

Senator ANDERSON. Now, as a matter of fact, that might have 
produced 48 million hundredweight. It did in 1952. But in order 
to move all the rice that we produce without any special inducements, 
we only need to go down to about 1,800,000 acres. We know we can 
dispose of 1,800,000 acres without too much problem, so if it had 
been held at 2 million acres, the reduction from 2 million acres to 
1,800,000 acres would not have been very substantial and would have 
taken care of us for years and years to come. 

Mr. Cuatkuiey. That is correct, sir. 

Senator ANpEerson. I think it shows that the advice of the growers 
at that time was sound. 
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It is regrettable that it wasn’t taken. I think we were a year or 
more too late in putting on cotton controls. 

Unquestionably, the cotton statistics indicated the need for controls 
in 1952. We didn’t put them on until after that. But what you 
have said was of great interest to me because I do believe that if we 
had held at 2 million, as your group recommended—and this is the 
first | have known that you did make that recommendation—the step 
down to 1,800,000 would be either very simple now or the marketing 
of that extra rice by some special arrangement with the Japanese 
Government would have been very simple because the Japanese 
Government want 3 million; so that the difference between 2 million 
and 1,800,000 may be as much as 10 million hundredweight, but you 
have found a home for a third of that very quickly. 

Mr. CuHavkuey. Yes, sir. 

Senator ANDERSON. And it would show that if we had stayed at 
a lower level we would be in very good shape. 

Thank you very much, sir. 

Mr. Cuatxuey. Thank you, sir. 

(Whereupon, at 12:10 p. m., the subcommittee adjourned, to 
reconvene on Thursday, May 26, 1955, at 10 o’clock.) 
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THURSDAY, MAY 26, 1955 


Unrrep Srares SENATE, 
SUBCOMMITTEE ON Rick PROGRAMS OF THE 
CoMMITTEE ON AGRICULTURE AND ForeEsTrRY, 
Washington, D. C. 

The subcommittee met, pursuant to recess, at 10:10 a. m., in room 
324, Senate Office Building, Washington, D. C., Senator Clinton P. 
Anderson presiding. 

Present: Senator Anderson (presiding). 

Senator ANDERSON. I call this hearing to order. 

Mr. Alioto, let us start off. I am sorry to say that this is one of 
those days when everybody seems to be obligated and unable to 
attend this hearing. 

Mr. Autoro. Well, Senator, I just want to make a short presenta- 
tion. 


STATEMENT OF JOSEPH L. ALIOTO, SPECIAL COUNSEL, RICE 
GROWERS ASSOCIATION OF CALIFORNIA, SACRAMENTO, 
CALIF, 


Senator ANDERSON. Will you state your name, sir? 

Mr. Axroro. I am Joseph L. Alioto, and I represent the Rice 
Growers Association of California. 

The Rice Growers Association of California is a cooperative which 
controls approximately 50 percent of the California crop; has his- 
torically, and is today. 

I understand, Senator, that very little enthusiasm was generated 
for the two-price system as such in the prior hearings, I simply want 
to make record of the ms that the rice growers cooperative in Cal- 
ifornia is very strongly in favor of any system that would support 
the historical domestic mesins as an alternative to any plan that 
would seek to make a sharp reduction in the production or the mar- 
keting of rice in California. 

Senator ANDERSON. You mean the production or the marketing of 
rice? 

Mr. Auroro. Yes, in California; rice. 

Senator ANDERSON. Do you not recognize there apparently has to 
be a sharp reduction in the production of rice in California? Are you 
familiar with the figures that were developed in the letter where we 
had 17 million hundredweight of rice in 1935 and then with a good 
deal of stimulation in 1948 we had about 38 million hundredweight 
and in 1950 we had 38 million hundredweight and in 1954 we had 
59 million hundredweight? Then we have got to shrink back down 
to this 38 million figure, have we not? 
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Mr. Autrioro. No. Roughly our pre-World War II production was 
about 3,500,000 bags and it has risen to about 12 million bags last 
year, so we have had an increase of approximately four times the pre- 
war production. But the plan that we are proposing is that there be 
some support on the domestic market. The domestic market his- 
torically has been stabilized—whether you have a high price or a low 
price doesn’t seem to make very much difference—the domestic mar- 
ket takes pretty mue th the same quantities year in and year out. 

Our idea is that there should be a support on that domestic market, 
and then let the rice farmers generally produce as much as they want 
for the export market with the idea that they are going to have to 
gear this production, of course, to competitive conditions. 

Senator ANpEeRSON. And would you expect the Government to help 
them with the distribution of that rice anywhere? 

Mr. Atroro. Not any more than they are doing at the present time 
and have done in the past. We are not asking for any additional help. 

Now our problem in California is admittedly a little different. We 
have not had a carryover in California. 

Senator ANDERSON. Is that because the rice grown in California is 
superior to Pearl and Louisiana and Arkansas rice? 

Mr. Auroro. I don’t think so, Senator. I think it is largely due to 
the political situations that have arisen since 1940. Now there is an 
apparent preference for California-type rice in the Hawaiian Islands 
and a preference for it in Japan. 

Senator ANDERSON. Well, is not the price differential the whole 
story in Japan? The Japanese people were preparing to buy sub- 
stantial quantities of the rice provided they could buy it at the 
80-cent differential that they get on pearl. 

Mr. Atioro. Except that historically the pearl-type rice is the 
type that the Japanese have eaten and prefer. As a matter of fact 
it was once called “Japan-type”’ rice and they changed to the pearl 
class at the commencement of the war. But I do not think the 
preference of the Japanese is caused because it is subsidized, and the 
price does not make any. difference to them. 

In appraising the type of domestic support arrangement, we 
originally proposed to the Secretary of Agriculture that they should 
use the certificate plan, now called the market value certificate plan. 
This plan would be predicated on the idea that the price support of 
90 percent of parity for producers would be limited to the historical 
domestic market. 

Senator ANDERSON. You mean 59 million or 38 million per hundred- 
weight—there is a vast difference? 

Mr. Auioto. We are talking about the domestic market. So far as 
the domestic market in California is concerned it is approximately 
5 million bags. Now last year they produced 12 million bags. If 
price support would continue on 5 million bags because there has been 
no appreciable change in the domestic market, Hawaii, Puerto Rico, 
and the cereal manufacturers 

Senator ANDERSON (interposing). Puerto Rico used to buy most of 
their rice from southern growers. They used to have 85 percent of 
the market and now California has 65 percent because of price dif- 
ferential. Now what would you do in an area like that—a two-price 
system, a world price or a domestic price? 
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Mr. Axioro. I think a Territory should be on the domestic price 
system. 

Senator ANDERSON. What about Cuba? 

Mr. Atroro. Cuba, except for the constitutional aspect, should be 
in the domestic market. It seems to me the certificate plan can be 
worked out where it would not be constituted as an export tax. 

Senator ANDERSON. Would you be able to furnish the committee 
with some sort of legal brief to back that up? Cuba might say that 
they like the world market price a little better than they like the 
domestic price that you give them. After all, they are not part of 
the United States. 

Mr. Auroro. On the other hand there is the disposition in Cuba, 
pointed out by the Secretary of Agriculture in his letter, to maintain 
their own price structure on their own domestic rice, and that might 
furnish an incentive for not objecting as vehemently in connection 
with a plan such as this. 

Senator ANpERSON. I think that may be true because they sell us 
their sugar at one price and they have a world balance for the other 

countries, and they might be willing to pay us our price. 

Mr. Auroro. I think balancing is preferable as against the necessity 
for cutting back production too sharply. 

Senator ANDERSON. What would you do with this 7 million bags 
that California and the total which would run 20 to 25 million hundred- 
weight across the country? Would the ricegrowers sell it in the world 
market themselves or would you expect the Department of Agri- 
culture to market if for you? What do these certificates do for you? 

Mr. Atroro. We would expect it to be marketed by the ricegrowers 
themselves. The certificates only assure support on the domestic 
market. The certificates in fact give the farmers a floor. 

Senator ANDERSON. How many years did you go through for your 
history? 

Mr. Atioro. You mean when we started—— 

Senator ANDERSON (interposing). For your history for your 
quota. 

Mr. Atioro. We think that a 5-vear historical average would be 
equitable. In any quota listing you are bound in pic king any his- 
torical period to have some inequities, but perhaps some adminis- 
trative machinery can be fixed up to solve some cases of inequities. 

Senator ANDERSON. You say you have no surplus for the years 
1951, 1952, 1953, 1954? 

Mr. Auroro. That is correct. The point is we have been able to 
get rid of California rice ever since 1939; with the expanding pro- 
duction we have been able to get rid of it each year. There has 
recently been developed a rather sizable market in Japan and there 
is no reason to believe that that market is going to disappear so far 
as California rice is concerned any time within the next 4 or 5 years. 
Obviously it is going to be affected by the world competitive situa- 
tion, but we are simply asking the committee to produce a com- 

etitive basis in the world market and we think we will do all right. 
Ve think we will make out as well as we have in the past. 

On the other hand I realize that you cannot segregate California 
from southern rice and they have had a carryover problem im the 
South. 
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Senator ANDERSON. Well, they think they have got it because you 
folks have a price advantage. 

Mr. Auroro. Well, I don’t know why they think it is based on 
price advantage. As a matter of fact it occurs to me, Senator, that 
in the Puerto Rican market we did not have a lopsided price advan- 
tage. 

Senator ANpeRsON. You had an 80-cent price advantage. 

Mr. Atioro. Well, that is a recent price advantage. There were 
periods, and I think reports by the Department of Agriculture will 
back this up, when we did not have that much of a price advantage 
because we have a situation that is a little different. Now I don’t 
think that price alone explains the situation in Puerto Rico. I think 
that those countries with a Spanish background prefer Valencia-type 
rice and they prefer short-grain rice to the long-grain rice, and I 
think there is that element in the picture, as well as the price element. 

In any event, we should be permitted to produce whatever the 
foreign competition dictates without asking for extraordinary help 
other than the Government has been furnishing in the past in con- 
nection with the markets. 

Now, so far as the plan itself is concerned, Senator, there is not any 
doubt that any certificate plan has to have some sanction. There no 
doubt would be an attempt by speculators to get rice, so-called 
secondary rice, and sell it on a primary market. I think that that 
danger would be true so far as Cuban shipments are concerned. But 
the certificate plan would be based upon a processor or a shipper giving 
proof of export in connection with any rice that is bought on a second- 
ary basis, and I assume there will be enough self-interest on policing 
the primary market to in effect police the distribution of secondary 
rice, and if there should be any diversion, why the usual criminal and 
civil sanctions with reference to false representations or statements to 
the Government would be applicable in making proof of export if 
there is any attempt to divert secondary rice into primary markets. 
Presumably that could only be done with the connivance and col- 
laboration of an American exporter or shipper, and since he would have 
to make proof of export any attempt to do that would involve a false 
statement to the Government. Now this is something you have to 
believe because there would be plenty of people in the rice business to 
police it for you, and we think that is an adequate sanction to enforce 
this program. 

Now, we are not unaware, Senator, that there might be some ad- 
ministrative difficulties in all of this. At the same time we feel that, 
given domestic support on a limited basis which would be pretty 
well within, I think, the range of figures you are speaking of, then let 
competition decide what should be produced for the export markets. 
If people on their own are able to sell to export and have no carryover 
from year to year, they should be permitted to do so. The Govern- 
ment is not supporting that thing at all; it is only supporting the 
domestic part. 

Now I know there is something apparently abhorrent or obnoxious 
about the expression ‘‘two-price system.”’ 

Senator ANperRson. A good many people went through the OPA 
days when the Government had a ceiling on what a man could sell his 
cattle for, and during that period firms like Swift and Armour could 
not buy a calf. Many persons went to little slaughterhouses with 
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their cattle and slaughtered one night and were gone 3 or 4 days later. 
Would the rice market not be subject to the same kind of peculiar 
gyrations? 

Mr. Axroro. I don’t think so, Senator. What you had, of course, 
in the OPA was a ceiling price for the whole industry and competition 
did not fix the price because you had an unusual situation so far as 
supply and demand was concerned. Now you do have a safety valve 
here because you are not putting a ceiling, an artificial ceiling, on the 
production—the production has more to ‘do with price than anything 

else. As long as you permit the nonnsupport rice to be marketed at 

price levels dictated by competition throughout the world you have 
there a safety valve that you did not have in connection with OPA. 
I know what happened in OPA. As a matter of fact I think it got to 
the point where the Department of Agriculture in its price study was 
actually quoting the black market prices. But you have a safety 
valve here, and I think you have adequate sanctions to support the 
plan. We are supporting rice to the extent that we are letting the 
normal operation of supply and demand dictate the price 

Now all we are talking about here is a modified type of support and 
there is no reason to think that they are going to have a black market 
situation any more serious on this divided support than you have in 
connection with this present support. 

Senator ANDERSON. Suppose the world price drops to 50 percent of 
the support price, and along comes a man who is looking for some rice 
for the domestic market for a commissary, for example, and he comes 
to the market and says ‘‘Why not let me have it?” Aren’t you going 
to have to police that operation? 

Mr. Atroto. Well you are policing it through the mills. In Cali- 
fornia you are talking about 7 or 8 mills. These folks are going to 
have to file certificates. They are going to have to have certificates 
for all the domestic shipments. I think that if the situation that you 
talk about develops it is going to be found out by one of the processors 
in the industry, and you have sufficient Government machimery in it 
to prevent a person from conniving around a law like that with a price 
differential such as you have mentioned. 

But the alternative, of course, is simply to cut back production 
almost to the domestic market and we think that would be calamitous. 
We do not think the political picture is quite clear enough in the 
world today, for anyone to try to cut rice production back to the 
domestic market. Rice is a strategically important commodity in 
the world picture today and we don’t know what changes are going to 
take place between the Asiatic countries. 

Senator ANpERsoN. You do not think the farmer would be better 
off with lower price supports and a greater ability to produce than to 
have this guaranteed domestic market at 90 percent and a world 
market that may be somewhat less than that? 

Mr. Auioro. No; we think not, Senator. This has not been a 
sporadic industry. A domestic supply has been stabilized now for 
some time. As I say, variations in prices in the past have not 
resulted in any greater domestic market or have not appreciably 
increased or lessened the domestic picture, and I think it is that 
stability in connection with the domestic market that makes this 
type of plan feasible in rice. 
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Senator ANDERSON. Do you have a statement, an analysis of the 
system in which you would like to have it operate? 

Mr. Atioro. Yes; we have, Senator, and I have already taken that 
up with Mr. Mouser and I am getting that statement to him today. 

Senator ANDERSON. If you do not mind we will put it in the record 
at this point. 

(The statement referred to is as follows:) 


STATEMENT FILED By JosepH L. Atiotro, SpecraL CouNnseL, Rick Growers 
ASSOCIATION OF CALIFORNIA, SACRAMENTO, CALIF. 


Basically the Rice Growers Association of California strongly favors a two-price 
system as an alternative to any plan which seeks to make a sharp reduction in the 
production of California rice. Historically, the domestic demand for California 
rice is stabilized. This is not true of export markets which have been and are 
affected by political changes which have been made in the world. Hence, we be- 
lieve that a system which divides the market into two parts, domestie and foreign, 
permitting production of rice to continue without a sharp decrease would serve 
the advantage of the producer as well as the country at large since it would 
maintain production levels of a commodity which has strategie political potenti- 
ality in the current world picture. 

In appraising the type of two-price arrangement that we should recommend, 
we have kept in mind that the plan must first of all be practical, and administra- 
tively workable. Accordingly, it is our recommendation that the plan utilizing 
market value certificates offers the most practical assurances of successful 
operation. 

This plan is based on the assumption that price support at 90 percent of parity 
would be available to producers, but that it would be limited to that portion of 
the crop distributed in the primary or domestic market. The primary market in 
this sense should include the continental United States, the Territories and exports 
to Cuba. The secondary market would be exports to all countries except Cuba. 
Market prices in the secondary market would be allowed to seek their own level 
in competition with rice produced in other parts of the world. 

The certificates should be given to producers to cover that portion of their allot- 
ment of the domestic or primary market and should be issued to each producer 
in hisname. Although issued to the producer, the certificate should be negotiable 
upon his endorsement. 

The certificate would be acquired by processors from producers as a prerequisite 
to shipments in the primary market, which shipments must be in the same amount 
as the quantity covered by the certificates. Outside of the certificated quantities, 
the processor would be free to sell as much as he could in export markets. 

There may be objections that the plan requiring marketing certificates would 
permit the trading in certificates with consequent detriment to a processor who 
distributes primarily in the domestic market. Processors, cooperative or com- 
mercial, who has historically a substantial percentage of the export market would 
be in a position to demand exorbitant prices for surplus certificates over and above 
those necessary to cover their domestic distribution. However, we believe that 
this objection can be obviated by a stabilization plan in the Commodity Credit 
Corporation which would have the effect of keeping the value of the certificate at 
all times at substantially the difference between the support price and the 
market price. 

Any two-price plan must have effective sanction to prevent rice purchased for 
the secondary market from finding its way into the primary market. Distribu- 
tion in domestic markets would have to be on the basis of certificates. The 
requirement of certification would be dispensed with on proof of export filed with 
the Department of Agriculture. By this means, any attempt to sell secondary 
market rice in the primary market would involve a false representation tosthe 
yovernment in connection with the proof of export and the existing statutes 
relating to punishment, civil as well as criminal, for false representations to the 
Government would be applicable, 

It is the belief of the Rice Growers Association that the plan which calls for the 
utilization of market value certificates is the most practical and workable that can 
be devised. We therefore urge its adoption to the end that the producer shall 
be supported on that portion of his crop needed for domestic requirements and 
shall be free to produce for export in accordance with such expanded markets as 
may be developed in competition with world rices. 
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Senator ANDERSON. You think then the rice producers of California 
would prefer to have some sort of guaranteed domestic market based 
upon normal domestic consumption in carrying a 90 percent price 
support, with the understanding that the rest of their rice would be 
thrown to the world market? 

Mr. Atroro. Yes; that is correct. 

Senator ANDERSON. Do you want the producers’ pool to be handled 
by the Department of Agriculture, or do you think that the California 
rice producers should go out and try to find their world market and the 
southern rice producers i in Louisiana, Texas, and Arkansas find their 
world market, or should all be handled by one agency? 

Mr. Atioro. No. I think—when I talk about California rice pro- 
ducers | want it kept clearly in mind that I am only representing that 
portion of the producers that are members of the California Rice 
Producers Association which I represent—about 50 percent of the 
crop. 

We think that export shipments should be handled by the processors 
themselves, both cooperative and commercial processors. We think 
the Government, of course, should assist in developing markets wher- 
ever it is possible for the Government to do that in connection with its 
foreign policy, but that the onus of developing markets and competing 
in those markets should be on the processors themselves. 

The processors, of course, have means to form an export associa- 
tion under the provisions of the Webb-Pomerene Act. As a matter 
of fact, in California we did form such an association, and we did 
market collectively so far as export trade was concerned, and we 
think that should continue to be that way. Let the processors de- 
velop and compete in the foreign markets on their own basis. 

Senator ANperson. Thank you, very much. 

Mr. Autoto. We appreciate the opportunity to have been heard 
this morning. 

(Whereupon, at 10:30 a. m., the subcommittee adjourned.) 

(The following statement was submitted for the record:) 


STATEMENT FitEp BY MaArsHAtL E. Leany, Executive Vick PRESIDENT AND 
GENERAL CouNSEL, FARMERS’ RiIcE GROWERS COOPERATIVE, SAN FRAN- 
cisco, CALir. 


My name is Marshall E. Leahy and I am the executive vice president and 
general counsel for the Farmers’ Rice Growers Cooperative, an agricultural 
nonprofit association of San Francisco and Sacramento, Calif., engaged in the 
production, processing and marketing of rice grown in California. 

Our organization represents approximately 250 rice growers, the major portion 
of whom produce rice on their own farms in northern California. Our organiza- 
tion is vitally interested in the pending hearings before the Senate Subcommittee 
on Rice Programs in view of the fact that it is the unanimous opinion of all Cali- 
fornia rice growers represented by this organization that present legislation is 
inadequate to meet existing rice problems. 

California grows only one variety of rice, not through choice, but because the 
land and weather conditions are such that no other variety can be grown success- 
fully. The rice produced is a California short-grain Japan type rice. The seed 
was originally brought to the United States from Japan and the rice known in the 
trade as California Pear! is very closely akin to the rice grown by the Japanese in 
their native land. Very little of this rice is seen in the homes of the average 
American housewife and it is almost safe to say that except in isolated cases it is 
not even available for purchase to the housewife. American consumers of rice 
for many years have confined their purchases to the long and medium grain ri¢es 
grown only in the Southern States, nines Louisiana, Texas, Arkansas, and 
Mississippi. Ninety percent of the California rice grown and produced is sent 
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offshore, primarily to Puerto Rico, Hawaii, Guam, and Japan. These areas 
prefer a short-grain type rice and consequently the major portion of their pur- 
chases from the mainland of the United States are from California. On the other 
hand Cuba, another very large importer of rice, prefers the long-grain variety to 
practical exclusion of California rice. 

Under present marketing preferences and practices, a wide difference exists in 
respect to types and varieties of rice which the present price support and marketing 
quota statutes ignore. In other words, all United States rices are not the same 
either in their production or in the sale and distribution thereof, and the evil of 
present statutes is in failing to recognize that fact. It is true that certain funda- 
mental problems affect rice of all types wherever grown in the United States, but 
it is also true and should be readily apparent, that there are some distinct problems 
of sufficient substance common to California rices but not to southern rices, 
sufficient to warrant separate statutory and .administrative distinctions and 
treatment. 

I think that statement is best exemplified by the fact that no rice surplus or 
carryover has been found in California rice under the price support or loan 
programs within the last 10 years, whereas the surpluses that have arisen in the 
last few years and which now comprise a large mounting volume in the hands of 
CCC are all rices produced in the Southern States. I believe a careful reading of 
the letter from the Acting Secretary of Agriculture under date of March 1, 1955 
to the Speaker of the House of Representatives pursuant to section 315 of the 
Agricultural Act of 1954, indicates that at present there is no rice surplus problem 
in California, despite a rather serious one in the Southern States. I raise this 
point not to criticize nor suggest a policy in respect to the production or mar- 
keting of rice grown in the Southern States, but merely to support my view that 
heavy surpluses in rice of other varieties grown in other areas of the United 
States should not serve to depress and restrict the production of rice in California, 
when California appears capable of disposing of its rice successfully. 

Under the existing statutes! when the Secretary is called upon to make a 
determination of whether or not marketing quotas and acreage, restrictions should 
be placed in effect, he is required, or at least feels he is required to treat rice on a 
national basis without regard for types, varieties or areas. As a consequence if 
rice of one variety is in demand and one section of the United States production 
is not in surplus, it nevertheless suffers a restrictive acreage cut because some other 
variety produced in other areas is in surplus. Thai is precisely the situation in 
which the California grower finds himself today. Rice was placed under acreage 
controls and marketing quotas in 1955 because of surpluses that arose in the long- 
grain and medium-grain rice grown in the Southern States. 

As the Assistant Secretary points out in his letter mentioned above, the acreage 
cut in 1955 amounted to 24.7 percent below the 1954 rice acreage. That figure 
actually is a national average figure, but I believe the actual cut in California was 
higher than that, despite the fact that California had no surplus or carry-over, 
nor does it have so today. 

As a result of the 1955 cuts in acreage California growers have been hit very 
hard economically. The 1954 crop has produced even higher surpluses in southern 
rices and it would appear probable that California again faces another acreage 
cut in 1956 despite the fact that once again California has disposed of her entire 
1954 crop and has not nor will not deliver any rice to CCC under the price- 
support or loan programs, 

The growers in California justifiably feel that some modification of existing 
legislation should be effected so as to permit the Secretary to recognize that there 
is no need for further acreage cuts in California, despite the fact that southern 
rices are still in surplus. If California can produce, process, and sell without 
surplus the rice it produces, what justifiable reason can there be for losing market- 
ing outlets through acreage controls caused by surpluses in southern rices, 

The California rice industry is the most highly mechanized in the world. Im- 
proved production and harvesting methods have been pioneered and developed 
in California to the point where practically all farmers possess large investments 
in farm equipment, rice dryers, and bulk storage units, and in large acreages, 
particularly when such land and equipment for the most part is capable of use 
only for rice. If these acreage cuts persist the rice farmer will not be able to 
operate successfully in California because his vast amount of equipment and invest- 
ment is reared to an operation which cannot be produced on small acreages. 


! The Agricultural Adjustment Act of 1938; the Agricultural Act of 1949; the Agricultural Act of 1954; 
and the Agricultural Trade Development and Assistance Act of 1954. 
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When the talk of two-price systems in rice first originated, the California growers 
lent eager and willing ears because it seemed to provide an answer to their prob- 
lem. Such methods appeared to provide an avenue under which they could con- 
tinue to grow larger quantities of rice and remain in the export markets on a com- 
petitive basis without being gradually restricted out of production. I had the 
privilege of attending the discussions on November 10, 1954, at the invitation of 
the Secretary of Agriculture, for an exchange of ideas concerning various alterna- 
tive two-price systems. The California representatives present were unanimously 
of the opinion that California had a specialized problem and that contrary to most 
Southern States the California grower could not survive on small acreages, but 
to survive required a much larger mechanized operation. It was our feeling then 
that if a two-price system could be devised that would protect a grower for his 
rightful share of the primary market under adequate support but still permitted 
him to produce and sell rice without penalty in export, particularly when there 
was an export market available that progress had definitely been made. My own 
personal opinion is that all of the two-price systems under discussion have some 
merit and some amount of demerit, but they do provide the method under which 
California can survive in the rice industry. A more desirable result, however, 
would seem possible by the adoption of the method mentioned by the Under 
Secretary on page 31 of his report to the House, where he states as follows: 

“Since the law requires that the acreage allotment be determined so as to 
result in a total supply for which 90-percent-of-parity price support can be made 
a ailable to producers, and since under marketing quotas compliance with such 
allotment is enforced by penalty, producers have no alternative other than to 
reduce their production to market outlets at 90-percent-of-parity and, besides, 
absorb the excess of carryo.er stocks. Although producers could have voted 
down marketing quotas, the alternative to such disapproval would have been 
reduction of the support level to 50 percent of parity, and such level of price 
support would be available only to producers complying with allotments estab- 
lished for price support at 90 percent of parity. 

“Ob: iously, producers have little choice under these legislative pro\isions 
other than approving of 90-percent-of-parity price supports, sharply reducing 
production and income, sacrificing export markets, and approving enforcement 
of such a program—or else forfeit all right for price support and subject them- 
selves to free market prices. In this situation, two-price: systems of marketing, 
indeed, offer a most promising alternative. However, if legislation were changed 
to give producers a choice of production and price policies as between high-level 
unit returns at the expense of volume of production, and high-level production 
at the expense of unit returns, two-price systems with their administrati,e com- 
plexities and unfavorable international repercussions might lose much of their 
appeal to producers and the trade in favor of a policy of price flexibility. Such 
freedom of production and price policies could be offered producers by changing 
the marketing quota and price-support provisions of legislation so as to make 
available to producers, when voting on marketing quotas, choice of 90-percent 
support with drastic acreage limitations, 75-percent support with a larger acreage 
allotment, or a system of price support at a lower level, say 65 percent of parity, 
without any acreage or marketing controls. This latter choice could be offered 
producers as the alternative to approving. marketing quotas instead of the 50- 
percent-of-parity price support, limited to cooperators, now provided for when 
marketing quotas are voted down in the referendum. Thus, producers could, 
in effect, choose a program of price support which would permit high-level pro- 
duction, maintain export markets, and result in a somewhat larger gross income 
than obtainable under present programs without giving rise to the problems 
and difficulties which militate against the acceptability of a two-price system 
of price support.”’ 

I cannot but feel that if California growers were afforded these alternati-es 
they would much prefer such a system rather than resort to the complexities 
involved in the two-price system. Such choice should be on an individual basis 
and should not be governed by what the majority of producers do or what the 
weighted average of producers select. A producer then could analyze his own 
personal situation on the basis of the money he has invested, the amount of rice 
acres that he must necessarily farm to produce a fair return on that investment, 
and then evaluate his prospect for marketing his rice in the light of the current 
world demand and preference for the variety he produces. California growers 
under such a program could successfully survive and would be able to supply 
the markets now available to them. 

I respectfully request your most earnest consideration of these suggestions. 
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